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COVER 

Merchandise labels and hang tags— 
an important part of Sears consumer 
information program—provide customers 
with product feature, use and care 
information. The story of the company's 
consumer information and education 
efforts begins on page six. 


Sears 48 buying departments 
purchase merchandis e frorn mor e 
tharTl^.OOO domestic suppliers . We 
combine merchandise items into 

805 product groupings for 
administrative or marketing 
purposes. Our largest 


ANNUAL MEETING 

The annual meeting of the shareholders 
of Sears, Roebuck and Co, will be held 
in the Auditorium of the Prudential 
Building, 130 East Randolph Street, 
Chicago, Illinois, on Monday, May 20, 
1974, at 9:30 A.M., Chicago time. 
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Allstate Group of Companies 

Sears is engaged in the property- 
liability and life insurance 
businesses through the wholly 
owned Allstate Insurance Company 
and its subsidiaries. Sears also 
owns Allstate Enterprises, Inc,, 
which is part of the Allstate Group. 

Allstate Enterprises and its 
subsidiaries are engaged in 
auto finance, savings and loan, 
investment management services 
and other businesses. In 1973, 
insurance premiums written and 
financial services revenues of The 
Allstate Group totaled a 
record $2.6 billion. 

Other Subsidiaries 

Sears has a 41 per cent equity 
interest in Simpsons-Sears Limited 
which conducts a retail store and 
catalog order business in Canada. 
Unconsolidated subsidiaries, owned 
from 80 per cent to 100 per cent, 
conduct retail operations in Brazil, 
Colombia, Mexico, Peru, Venezuela, 
Belgium and Spain, international 
operations' net sales for 1973 
amounted to a record $1.4 billion. 

Sears develops and operates 
shopping centers through its wholly 
owned subsidiary, Homart 
Development Co. Homart owns nine 
regional shopping centers and is a 
partner in four other operating 
regional centers. 



Sears and Subsidiaries 


Sears, Roebuck and Co. 

Sears is the world's largest retailer 
of general merchandise. We 
distribute broad lines of our own 
brand name goods through some 
3,600 selling locations (including 
1,100 independent catalog 
merchants) located in 50 states, 
Puerto Rico and Central America. 

Net sales for 1973 reached a record 
$12.3 billion. Sales originating in 
retail operations were more than 
90 per cent of total volume. Our 

12 catalog merchandise distribution 
centers filled nearly 23 per cent of 
total sales volume, including 

13 per cent from retail locations. 
Sears also provides catalog 
merchandise to the Seibu Group of 
Retail Enterprises, which has 
catalog order desks in 17 retail 
stores in Japan. 

Credit sales accounted for 
52 per cent of total sales. More 
than 19,8 million credit customers 
use Sears easy payment or 
revolving charge credit plans. 

Sears is incorporated in th e Sta te 
of_New 7br k. l Company^ 
headquarters and m ost of i ts buying 
offices are located i n Sea rs To wer 
in_ChTcago7Hoe Co mpany 's five 
t erritorial offices, e ach headed by a 
V ice President and Direc tor^ the 
Comp any, are loc ated in Alhambra, 

S t. Davids. PA: and Skokie, IL. 


buying department is responsible 
for less than six per cent of net sales. 

Sears purchases approximately 
72 per cent of its merchandise from 
sources in which the Company has 
no equity investments. The principal 
merchandise sources in which the 
Company has an equity interest of 
more than 20 per cent are: 

DeSoto, Inc. (32%), Kellwood 
Company (23%), Roper Corporation 
(41%) and Universal-Rundle 
Corporation (60%). Sources outside 
the United States account for 
approximately seven per cent of alt 
purchases. 

Sears and its domestic 
subsidiaries, including The Allstate 
Group of Companies, employ 
440,000 people. Sears 157.3 million 
common shares are owned by more 
than 267,000 shareholders. Through 
The Savings and Profit Sharing Fund 
of Sears Employes, our 227,225 
employe members (counted as one 
shareholder) own 29.7 million 
shares or 19 per cent of the 
outstanding common shares. Apart 
from the Profit Sharing Fund, Sears 
knows of no person who owns of 
record or beneficially as much as 
four per cent of its outstanding 
common shares. 
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Highlights 

$ in millions 

1973 

1972* 

Per Cent 
Change 

Net Sales. 

$12,306 

$10,991 

12.0 

Income Before Extraordinary Item. 

680 

620 

9.6 

Per Share. 

4.33 

3.96 

9.1 

Net Income.. 

680 

628 

8.3 

Per Share. 

4.33 

4.01 

7.8 

Per Cent of Average 

Shareholders’ Equity. 

14.2 

14.5 


Income Before Extraordinary Item 
and Equity in Unconsolidated Subsidiaries... 

434 

421 

3.0 

Per Dollar of Sales. 

.. 3.5 cents 

3.8 cents 


Dividends. 

275 

252 

9.2 

Per Share. 

1.75 

1.61 

8.7 

Working Capita!. 

2,379 

2,330 

2.1 

Capital Expenditures. 

401 

352 

14.1 

Long-Term Debt. 

980 

916 

7.0 

Shareholders’ Equity. 

4,993 

4,563 

9.4 

Per Share. 

31.75 

29.06 



Results By Quarter 

$ in millions 



NET SALES 

NET INCOME* 

EARNINGS PER 

SHARE* 

Quarter 

1973 

1972 

PerCent 

Change 

1973 

1972 

PerCent 

Change 

1973 

1972 

PerCent 

Change 

1st. 

$ 2,660 

$ 2,328 

14.3 

$119 

$ 96 

23.6 

$ .76 

$ .62 

22.5 

2nd. 

3,037 

2,623 

15.8 

160 

138 

16.2 

1.02 

.88 

15.6 

3rd. 

3,111 

2,830 

9.9 

153 

142 

7.9 

.97 

.91 

7.6 

4th. 

3,498 

3,210 

9.0 

248 

244 

1.4 

1.58 

1.55 

1.2 

Extraordinary 

- 

— 

— 

— 

8 

- 

— 

.05 

— 

Year. 

$12,306 

$10,991 

12.0 

$680 

$628 

8.3 

$4.33 

$4.01 

7.8 


*Net income and earnings per share for 1972 and 

©sears. Roebuck and Co. 1974 the first three quarters of 1973 are restated. See note 1, page 28. 
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Message to Shareholders 


in 1973, your company established 
records in net sales, net income 
and dividends paid to shareholders. 

net SALES increased 12 per cent to 
$12.3 billion, $1,3 billion more 
than the previous year. This is the 
19th consecutive year of 
record-breaking sales. 

INCOME was $680 million, or $4.33 
per share, up 9.6 per cent from 
income of $620 miliion before a 
non-recurring capital gain in 
1972. This was a record for the 13th 
consecutive year. Operating income 
rose 13.2 per cent to $1,241 billion 
from $1,096 billion the prior year. 

NET INCOME was $680 million, or 
$4.33 per share, compared with net 
income of $628 million or $4.01 
per share a year ago which included 
non-recurring capital gains of five 
cents per share. 

dividends to shareholders were 
increased 14 cents to $1.75 per 
share. This was the 39th 
consecutive year of uninterrupted 
dividend payments. 

THE ALLSTATE GROUP, insurance 
operations and financial services, 
contributed $1.29 per share to the 
company’s net income, compared 
with $1.09 in 1972. A complete 
report on Allstate operations 
begins on page 36. 

Economic Review 

During the first half of 1973, 
demand for goods, services and 
housing reached new levels. 

Sales of general merchandise, 
including home furnishings, were 
very strong for Sears and other 
retailers generally. Price increases 
were modest, and consumer 


confidence was strong. As the year 
progressed, the world-wide demand 
for foodstuffs and raw materials 
was translated into rapidly rising 
prices for those items, and this 
was followed toward year end by 
the energy crunch, accompanied 
by cutbacks in employment in the 
automobile industry and rapid 
price escalation for heating oil and 
gasoline. Housing starts declined 
as high interest rates and the 
decrease of mortgage funds 
deterred prospective buyers of 
homes and apartments. 


Despite these developments, 
your company’s sales in the second 
half of 1973 reflected very 
satisfactory growth over those of 
the comparable period in 1972. 
However, under Phase IV controls 
the company was unable to 
maintain gross margins at 1972 
levels. Finally, record increases in 
interest expense adversely affected 
the merchandising results of the 
company. 


As our fiscal year ended, the 
Cost of Living Council issued 
regulations terminating wage (other 
than executive compensation) and 
price controls on the retail industry. 
Many of our manufacturers are also 
being decontrolled. This is a wise 
action which should help to 
eliminate shortages of goods and 
distortions between prices here 
and abroad. It will save the 
substantial expense incurred by 
government and industry 
in administering controls and will 
permit retailers to recover the 
higher costs of doing business. 
While there will be some demands 
for the extension of wage and 
price controls, it is hoped that 
Congress will permit the free forces 
of the marketplace to take over. 


Expansion 

In 1973, the company opened 28 
retail stores, including 15 in new 
markets. The remaining 13 replaced 
outdated facilities in existing 
markets. The expansion program 
added 3.4 million square feet of 
gross space to the retail store 
system, bringing the total to 98 
million square feet. 

In 1974, we will open 32 stores, 
including 18 in new markets. 
Planned additions to retail gross 
space will exceed 3.6 million 
square feet. We wii) commence 
construction on the 
900,000-square-foot national 
catalog fashion distribution center 
in Elk Grove Village, IL, scheduled 
to be in operation in early 1976. 

The move of headquarters 
personnel into Sears Tower—which 
began in September, 1973—has 
been virtually completed. Work 
continues on rental space in the 
upper levels and the mezzanine 
area where tenants will begin to 
take up occupancy by midyear. 

Management Changes 

W. Wallace Tudor retired as 
Vice President—Personnel and 
Employe Relations January 31, 1974 
after 37 years of service—19 as 
head of personnel. During his 
career, he made major contributions 
to the company. Charles F, Bacon, 
formerly Personnel Director for the 
13-state Eastern Territory, succeeded 
Mr. Tudor as vice president. 

Mr. Tudor will continue as a director 
and will serve as Vice Chairman of 
The Profit Sharing Fund. 

On May 21, 1973, the Board of 
Directors elected four new vice 
presidents. They are: Vincent J. 
Graham, merchandise 


2 






ARTHUR M. WOOD 

Chairman and Chief Executive Officer 

administration; John B, Kelly, Jr., 
catalog merchandising; Philip M. 
Knox, Jr, governmental affairs, and 
Lloyd S. McClelland, general 
counsel and secretary. These 
men bring years of experience to 
their respective positions. 

John D. deButts, Chairman of 
AT & T, resigned from Sears Board 
effective June 1, 1973, citing a 
possible conflict of interest. Mr. 
deButts served Sears as a director 
from 1964 and made an important 
contribution to Board deliberations. 
We thank him for his wise counsel. 

Thomas F. Wands, Vice President- 
Operations, will stand for election to 
the Board of Directors at the annual 
meeting of shareholders. During his 
37 years with the company, he has 
served in a wide variety of 
important positions. 

Dr. Luther H. Foster, President of 
Tuskegee Institute since 1953, also 
will stand for election to the Board 
of Directors at the annual meeting 
of shareholders. Dr. Foster is a 
director of the United Negro College 
Fund and Resources for the Future, 
and a member of the National 
Commission on Critical Choices for 
America and the Overseas 
Development Committee; he is a 
former director of the Council for 
Financial Aid to Education. 


Affirmative Action 

In 1973, Sears made significant 
progress in carrying forward its 
Affirmative Action Program, which 
is covered in a special report on 
pages 4 and 5. 

Looking Ahead 

The year 1974 will be one of 
continuing adjustment to the energy 
shortage and to higher prices for 
many commodities, raw materials 
and finished goods. As more 
productive capacity is put into 
place, availability of goods should 
increase and prices should 
stabilize. Hopefully the lifting of the 
oil embargo will bring relief to 
industries and consumers who have 
suffered from reduced quantities of 
petroleum based products. 

During the first half of the year, 
some metropolitan markets will be 
adversely affected by layoffs in 
energy sensitive industries. However, 
the number of persons employed 
in the nation should hold near the 
all time high levels of 1973, and as 
shortages are eased, persons 
furloughed in the winter months 
should be back at work. 

Consumer confidence should 
strengthen as the year progresses, 


A. DEAN SWIFT 
President 

and the increase in consumer 
disposable income should stimulate 
retail sales. 

Competition among general 
merchandise retailers will be keen, 
and Sears will continue to offer its 
customers the very best 
merchandise values that can be 
developed. 

Employes and Suppliers 

We wish to thank our employes 
and those at Allstate for their 
important contribution to the year 
1973. Their dedication and skill 
continue to be great strengths of 
the company. We also express 
our appreciation to Sears suppliers 
who have surmounted many 
difficulties in maintaining a timely 
flow of merchandise to Sears stores 
and distribution centers. 


Arthur M. Wood, Chairman 



April 1, 1974 
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Progress in Equal Employment Opportunity 


In 1973, your company continued 
to make progress in its commitment 
to Equal Employment Opportunity. 
On the afternoon of our 
shareholders' meeting on May 21, 
more than 250 Sears executives 
from across the United States 
gathered to review the 
corporation’s commitment in this 
important area. In that meeting and 
others that followed, management 
reaffirmed Sears policy and called 
for acceleration of the utilization 
and upgrading of minorities and 
women. 

Sears has administered a formal 
Affirmative Action Program for more 
than five years. While our total 
employment has risen 24 percent 
since 1968, the number of minority 
employes has risen 88.5 percent. 
Today, minorities represent 15.3 
percent of all our employes. 

Significantly, we have concentrated 
on increasing the numbers of 
minorities and women in 
management; during 1973, half of 
all college graduates selected for 
Sears management training were 
minorities or women. While the 
total number of our officials and 
managers increased 21.4 per cent 
from February, 1969 to August, 

1973, minorities increased 178.3 
percent and women increased 
70.2 percent in this category.Today, 
5.8 per cent of our officials and 
managers are minorities and 27.6 
per cent are women. 

While we have made considerable 
progress, we are still not satisfied; 
our efforts have been accelerated. 
We were disappointed when the 


Equal Employment Opportunity 
Commission filed a charge against 
Sears (and several other major 
corporations) in August. 
Unfortunately, the implication of the 
charge to the public is one of 
corporate non-compliance. However, 
the EEOC advises us that the charge 
is for the purpose of initiating a 
national investigation and is not 
intended to imply that Sears is in 
genera! non-compliance with equal 
employment laws. 

We intend to demonstrate the 
good faith efforts our company has 
made to provide equal employment 
opportunity. We will continue our 
efforts to assure full compliance by 
all company units with our policy of 
non-discrimination in hiring, 
training, advancement, 
compensation, termination and all 
other conditions of employment. 
That policy requires that all 
corporate action be taken without 
regard to the applicant’s or 
employe's race, color, religion, sex, 
age or national origin. 

There are certain specific features 
of our Affirmative Action Program 
which we believe our shareholders 
and employes should understand: 

—Affirmative Action means more 
than equal employment opportunity. 
It means informing minorities and 
women of our company’s philosophy 
and our desire to foster equal 
employment opportunity. It means 
continuing our willingness to 
cooperate with local minority and 
women’s groups who have the 
capability of assisting in these 
efforts. It means making a special 


effort to attract such employes, and 
where their present level of skill or 
knowledge might not be sufficient, 
to assist them through training 
programs to improve their skills so 
they may qualify for increased 
responsibilities. 

—Under our Affirmative Action 
Program, we have established goals 
designed to balance our work force 
in all job categories, reasonably 
reflecting the population 
composition of the area surrounding 
each Sears employment unit. And 
we have made a deliberate and 
conscious effort to hire and promote 
minorities and women into jobs 
where previously they may have 
been underrepresented. 

—Equal Pay for jobs of substantially 
equal skill, effort and responsibility 
is an integral part of our Affirmative 
Action Program. 

The table (right) compares the 
percentages of Sears employes in 
each EEOC job category for 
February, 1969 and August, 1973, 
and shows the results of Sears 
Affirmative Action Program, We 
believe the record is positive and 
will continue to improve. 
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Percentage of Male, Female and Minority Employes 
in Each Job Category for 1969 and 1973 


job Categories 

Male 

% 

Female 

% 

Black 

% 

Oriental 

% 

American 

Indian 

% 

Spanish- 

Surnamed 

American 

% 

Employes in 
each job 
category 

(in thousands) 

Date 

Feb. 

•69 

Aug. 

'73 

Feb. 

’69 

Aug. 

'73 

Feb. 

'69 

Aug. 

’73 

Feb. 

’69 

Aug. 

’73 

Feb. 

’69 

Aug. 

’73 

Feb. 

*69 

Aug. 

’73 

Feb. 

’69 

Aug. 

’73 

Officials and 
Managers. 

80.3 

72.4 

19.7 

27.6 

1.2 

3.8 

.2 

.2 

.1 

.2 

1.0 

1.6 

38.6 

46.9 

Professionals. 

85.3 

51.3 

14.7 

48.7 

.7 

3.7 

.2 

.5 

.0 

.1 

.3 

1.8 

1.6 

3.5 

Technicians. 

86.6 

65.9 

13.4 

34.1 

3.7 

6.5 

.6 

1.3 

.3 

.0 

2.6 

2.8 

3.4 

2.0 

Sales Workers. 

41.3 

39.5 

58.7 

60.5 

4.4 

9.4 

.6 

.5 

.1 

.1 

1.9 

2.7 

120.7 

143.9 

Office and Clerical. 

13.1 

11.5 

86.9 

88.5 

5.4 

9.6 

.7 

.5 

.1 

.1 

2.6 

3.7 

93.2 

96.3 

Craftsmen. 

94.6 

95.7 

5.4 

4.3 

4.0 

6.4 

.8 

.6 

.2 

.3 

3.4 

4.5 

24.7 

28.4 

Operatives. 

87.1 

73.7 

12.9 

26.3 

16.7 

18.5 

.7 

.5 

.1 

.3 

4.7 

5.8 

30.1 

10.3 

Laborers. 

59.6 

75.8 

40.4 

24.2 

24.7 

21.3 

.2 

.5 

.2 

.2 

9.1 

6.7 

14.1 

43.6 

Service Workers... 

64.4 

71.2 

35.6 

28.8 

39.0 

32.1 

.7 

.5 

.1 

.2 

2.5 

4.1 

13.3 

18.2 

All Categories. 

48.3 

47.3 

51.7 

52.7 

7.6 

11.1 

.6 

.5 

.1 

.2 

2.7 

3.5 

339.8 

393.2 
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Consumer 
Information and 
Education 

From the very beginnings 
of Sears, Roebuck and Co., we 
realized the importance of 
customer satisfaction, and 
over the years our motto. 
"Satisfaction Guaranteed or Your 
Money Back," has become one 
of our greatest assets. Sears 
specific product guarantees, 
which have served as models 
for the industry, accurately reflect 
our policy of informing our 
customers of exactly what ihcy 
can expect from us. 

Similarly, we know that customers 
need information on product 
performance and serviceability 
in order to make wise buying 
decisions. Therefore, consumer 
information and education has 
long been considered an 
important responsibility at Sears. 
For example: 

• as early as 1897, our catalogs 
provided our customers use 
and care information. 

• in 1926, the company 
established a consumer 
education division charged 
with the responsibility of 
preparing exhibits and 
pamphlets to instruct 
customers on buying and to 
help them in judging the 
character and content of 
merchandise and in appraising 
materials and construction. 

• and today, with the growing 
complexity of the kinds of 
merchandise and services we 
sell, we are involved in a 
major effort in the areas of 
consumer information and 
education. 




Sears advertisements are designed 
not oniy to self merchandise, but also 
to provide consumers with the kinds 
of information they need in 
order to make wise buying decisions. 


Information must meet 
rigid standards 

Sears provides customers with 
product information through 
concise and easy-to-understand 
packaging and labeling copy. 

We know that complete 
information provides the 
consumer many benefits, 
including easy identification of 
merchandise to facilitate self¬ 
selection; knowledge of the most 
important features and 
advantages of the merchandise, 
and disclosures of features 
which are not visibly apparent, 
such as special finishes for 
easy care. 

The Company’s comprehensive 
products labeling guide is used 
to assure compliance with all 
regulations and with Sears rigid 
standards of honesty, integrity 
and straightforwardness. Sears 
manufacturers are required to 
attach ‘‘care information” 
permanently to all the apparel 
and much of the home 
furnishings merchandise we 
sell. In addition, pressure 
sensitive labels, decals and 
hang tags provide use, safety, 
construction and care 
information on our hard lines 
merchandise. 


Almost four years before the 
Federal Trade Commission required 
care labeling on wearing 
apparel, Sears issued a directive to 
ail units to ensure that special 
care labeling would be permanently 
attached to our merchandise. 


Sears advertising policy specifies 
the same rigid standards of 
honesty and straightforwardness 
in its five basic requirements: 

1. Every item or service offered 
shall be truthfully described 
and illustrated. 

2. Every statement about our 
goods and services shall be 
worded in a manner which 
will be clearly understood. 

3. All copy shall be prepared in 
a manner which will not 
obscure or conceal any 
material fact. 

4. Only those services, features 
and performances which will 
fully conform to our 
guarantee may be promised. 

5. Every advertisement shall be 
free from ambiguous or 
incomplete representations 
or suggestions. 













Literature promotes 
understanding 

Sears point-of-sale literature 
ranges from promotional 
materials describing individual 
products and services to such 
take-home publications as 
'‘How to Install” booklets for the 
do-it-yourselfer and “Things You 
Should Know About Your Sears 
Refrigerator Before It Arrives.” 

In addition, literally hundreds 
of instruction booklets and 
owner’s manuals are written 
each year for Sears products. 
These are the instructions that 
tell customers ... “how to use” 

... “how to assemble” ... “how 
to maintain” ... and, sometimes, 


“how not to" treat certain 
products in order to obtain 
the best results and the 
greatest benefits. 

These booklets address specific 
areas of information which our 
suppliers, buyers, engineers, 
home economists, editorial 
personnel and consumer 
panels have established. 

The latest graphics, typography 
and layout techniques are 
used to convey the story to 
the customer with but one 
objective in mind—ultimate 
customer understanding 
and satisfaction. 


Point-of-sale literature makes 
buying decisions easier for our 
customers by providing them product 
feature, use and care information at 
the point of sale. Skilled specialists 
in Sears laboratory are responsible 
for checking to see that the information 
in our customer literature is 
understandable, and that simple 
maintenance and assembly procedures 
—such as changing a light bulb on a 
range or assembling a bicycle— 
can be accomplished as they are 
described in the booklets. 
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Materials Used by Millions 

Sears Consumer Information 
Services division develops 
informational and educational 
materials on a wide range of 
subjects. The division’s staff 
consists of experienced 
educators with advanced 
degrees and work in curriculum 
development. They, in 
cooperation with well-known 
educators and special 
consultants, have produced 
scores of educational materials, 
including their current inventory 
of 12 educator resource 
publications, seven complete 
audio visual instructional units, 

13 consumer information 
booklets and three booklets for 
use by low-income consumers. 

These educational publications 
and filmstrips are used in home 
economics, social studies and 
business and consumer education 
classes in every state, and are 
frequently recommended by title 


in state department of education 
curriculum guides. Some 
materials have become the 
nucleus for state-wide inservice 
teacher workshops, and have 
been adopted for use as 
teacher training texts at 
both the graduate and 
undergraduate levels. 

Today, Sears consumer 
information and education 
materials are being used by 
some 10 million young men and 
women between the ages of 
13 and 18, as well as by 
thousands of teachers, family 
counselors and social workers 
in their specific areas of 
endeavor. Although most of the 
materials are sales-supporting 
in that they relate directly 
to the kinds of merchandise 
we sell, others address 
such diverse subjects as credit, 
salesmanship and 
consumer economics. 


Sears consumer education booklets, 
audio-visual units and educator 
resource publications cover a broad 
range of subjects, including Using 
Retail Credit, How to Select Major 
Horne Appliances, Color in Home 
Furnishings, A Department Store in the 
Classroom, and Consumer Education 
in an Age of Adaptation. 
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Fourth Quarter Results 


The Company's investment in Allstate 
Insurance Company has been restated 
to reflect the adoption of generally 
accepted accounting principles for 
the insurance industry. Comparative 
figures in this review have been 
restated where applicable 
(see note 1, page 28). 

In addition, the Company made an 
accounting change; beginning 
February 1, 1973, carrying costs 
of construction in progress and of 
land held for future use have been 
capitalized. 


Record fourth quarter sales 
and income 

Net sales in the important fourth 
quarter reached a record $3.5 
billion, an increase of $288 million 
or 9 per cent over the $3.2 billion 
recorded for the fourth quarter of 
1972. Income before extraordinary 
item rose 1.4 per cent to $248 
million or $1.58 per share, from 
$244 million or $1.55 per share in 
the year-earlier period. Net income 
per share was $1.58 compared with 
$1.60 per share which included five 
cents capital gain in 1972. 

Operating income increased only 
6.5 per cent Sales and profits in 
the Far West were below the 
average for the rest of the country, 
partially because of the prolonged 
strike in the San Francisco area. 
General expenses rose 15.5 per cent 
to $287 million, due principally to 
the substantial increase in interest 
expense which was up $33 million 
or nine cents per share. 


Allstate earnings up three cents 
per Sears share 

The Allstate Group of companies 
contributed 35 cents per share to 
Sears earnings in the fourth quarter 
of 1973 compared with 32 cents in 
1972. Net income (including realized 
capital gains on investments) rose 
to $54.4 million, up 8 per cent 
from $50.5 million a year ago. 

Underwriting and investment 
income for the property-liability and 
life insurance companies increased 
31 per cent to $48.2 million after 
taxes. Realized capital gains were 


$6 million, compared with 
$11.9 million for the 1972 period. 
Allstate Enterprises net income was 
$188,000, down from $1.9 million 
in the last quarter of 1972 because 
of higher interest rates on 
borrowed funds. 

Other unconsolidated companies 

Equity in income of other 
companies rose 60 per cent to 
$27.8 million from $17.4 million in 
the fourth quarter of 1972. The 
major portion of the $10.4 million 
increase was attributable to 
International operations. 


STATEMENT OF CONSOLIDATED SALES AND INCOME ( millions ) 


3 Months Ended 
Jan. 31 


Per 

Cent 



1974 

1973 

Change 

Net sales (including finance charges). 

... $3,497.6 

$3,209.7 

9.0 

Operating income from sales and services. 

452.5 

424.9 

6.5 

Equity income of unconsolidated companies 

Allstate Insurance Companies 

Underwriting and investment income. 

48.2 

36.7 

31.4 

Realized capital gains. 

6.0 

11.9 

(49.6) 

Allstate Enterprises, inc. 

.2 

1.9 

(90.1) 

Allstate Group. 

54.4 

50.5 

7.7 

Other companies. 

27.8 

17.4 

59.9 


82.2 

67.9 

21.1 

Operating income and equity in income of 

unconsolidated companies. 

534.7 

492.8 

8.5 

General expenses 

Interest . 

76.0 

43.5 

74.7 

Employes Profit Sharing Fund. 

50.7 

51.6 

(1.7) 

Income taxes. 

160.3 

153.4 

4.5 


287.0 

248.5 

15.5 

Income before extraordinary item. 

247.7 

244.3 

1.4 

Gain from sale of security. 

— 

7.5 

— 

Net income. 

... $ 247.7 

$ 251.8 

(1.6) 

Per share: 

Income before extraordinary item. 

... $ 1.58 

$ 1.55 

1.2 

Net income. 

... $ 1.58 

$ 1.60 

(1.8) 

Average shares outstanding... 

157.2 

157.0 
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Financial Review and Comments 


Free Spirit Bicycles 



NET SALES MILESTONES 
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Sales pass $12 billion mark 

Net sales in 1973 rose 12 per cent 
to $12,306 billion, a new high 
for the 19th consecutive year. The 
increase of $1,315 billion was the 
largest dollar increase in the 
Company’s history. More than 90 
per cent of sales volume originated 
in retail operations. Our catalog 
merchandise distribution centers 
filled nearly 23 per cent of total 
sales volume, including 13 percent 
from retail locations. The 28 retail 
stores opened during 1973 
generated 1.2 percent 
of net sales. 


Income before extraordinary item 
$680 million, up $60 million 

Income before extraordinary item 
rose for the 13th consecutive year 
to $680 million, an increase of 
9.6 per cent from $620 million. 
Net income was also $680 million 
compared with 1972 net income 
of $628 millon which included 
$8 million capital gain from 
sale of stock. 


Income before extraordinary item 
established records in each of the 
four quarters: 


NET INCOME PER SHARE 

in dollars 



□ 

□ 


CAPITAL EXPENDITURES 

in millions of dollars 

RETAINED INCOME 
AND DEPRECIATION 


600 - 


500 - - 
400 - 


300 - 

200 

100 - 


0-A 


1969 1970 1 971 1972 1973 


Although sales were at record levels 
each quarter, the above average 
sales increases registered in the 
first half reflected abnormal 
consumer demand in some lines of 
general merchandise. 

NET SALES (billions) 


PerCent 

Quarter 1973 1972 Change 

1st. $ 2.660 $ 2.328 14.3 

2nd. 3.037 2.623 15.8 

3rd. 3.111 2.830 9.9 

4th. 3.498 3.210 9.0 

Total .. $12,306 $10,991 12.0 


NET INCOME (millions) 



Quarter 

1973 

1972 

PerCent 

Change 

1st. 

. $119 

$ 96 

23.6 

2nd. 

160 

138 

16.2 

3rd. 

153 

142 

7.9 

4th. 

248 

244 

1.4 


$680 

$620 

9.6 

Extraordinary.. 

— 

8 

— 

Year. 

. $680 

$628 

8.3 


Earnings per share before 
extraordinary item up 37 cents 


In the past ten years, Sears net 
sales have grown at a compound 
annual rate of 9.2 per cent. 

Net sales of Sears unconsolidated 
International operations in Canada, 
Latin America and Europe increased 
$251 million to $1,444 million. 
International operations are 
reviewed on page 44. 

INTERNATIONAL NET SALES (millions) 

PerCent 


Year 

1973 

1972 

Chang 

Canada. 

$1,076 

$ 903 

19 

Latin America 

254 

206 

23 

Europe. 

114 

84 

36 

Total. 

$1,444 

$1,193 

21 


Per share earnings before 
extraordinary item rose to $4.33, 
an increase of 9.1 per cent from 
$3.96 in 1972. Net income per 
share was also $4.33 compared 
with $4.01 per share in 1972— 
which included five cents per share 
capital gain. 


EARNINGS PER 

SHARE 


PerCent 

Quarter 

1973 

1972 

Change 

1st. 

$ .76 

$ .62 

22.5 

2nd. 

1.02 

.88 

15.6 

3rd. 

.97 

.91 

7.6 

4th. 

1.58 

1.55 

1.2 


$4.33 

$3.96 

9.1 

Extraordinary .. 

— 

.05 

— 

Year. 

$4,33 

$4.01 

7.8 
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Financial Review —continued 


In the past ten years, income per 
share before extraordinary item 
has increased at a compound annual 
rate of 8.1 per cent. 

Profit margins 

Although during Phase IV the 
Company was unable to maintain 
gross margins at 1972 levels, 
operating income rose 13.2 per cent, 
or $145 million, and represented 
10.1 per cent of net sales compared 
with 10 per cent for 1972. Profit on 
inventory attributable to rising 
prices increased less than one per 
cent of 1973 net income. Equity in 
income of unconsolidated companies 
rose $47 million or 23,5 per cent. 
General expenses were up 19.6 per 
cent or $132 million, including $106 
million in interest expense which 
had a negative impact of 30 cents 
per share. 

The following is an analysis of the 
increase in 1973 income before 


extraordinary item: 

(millions) Incr. (Deer.) 

Operating income. $144.9 

Equity in income of uncon¬ 
solidated com parties. 46.8 

General expenses. (132.2) 

Increase in 1973 income $ 59.5 

Accounting change- 
interest & taxes 

capitalized. (14.1) 

Increase excluding 

accounting change. $45.4 


Earnings of unconsolidated 
companies, $1.57 per share 

Sears share in the income of 
unconsolidated companies rose 
23.5 per cent to $246 million from 
$199 million in 1972. The wholly 
owned Allstate Group—insurance 
operations and financial services— 
contributed $1.29 per share to 
Sears earnings, up 20 cents per 
share from 1972. Underwriting and 
investment income from insurance 


operations advanced $30.1 million to 
$172.7 million after taxes. Realized 
capital gains increased $6.8 million 
to $26.1 million. 

Net income of Allstate Enterprises 
declined $3.9 million to $4.1 
million. Revenues earned rose $12.9 
million to $92.9 million; however, 
interest expense was up resulting 
in a decline in pre-tax income. 

The Allstate Group results are 
covered on pages 36-42. 

Sears earnings from International 
operations were $21 million, an 
increase of $7.7 million. 

Exchange losses for the year 
amounted to $1.1 million. 

In Canada, equity in income of 
Simpsons-Sears, a 41.4 per cent 
owned affiliate, rose to $12.7 million 
from $12 million. In Latin American 
countries, our share in the earnings 
of subsidiaries was $15.2 million, 
up $7.1 million. In Spain, net 
income of Sears wholly owned 
subsidiary increased $1 million to 
$2.4 million. Galeries Anspach, our 
Belgian subsidiary, recorded a loss 
of $9.6 million compared with a 
1972 loss of $8.6 million. 

Net income of Homart Development 
Co.—our wholly owned developer of 
shopping centers—rose $4.2 
million to $10 million. Homart 
operations are reviewed on page 43. 

Equity in income of subsidiaries or 
affiliates which supply merchandise 
to Sears rose $2 million to 
$12.4 million. 

New developments 

Late in the year, we agreed to issue 
64,485 shares of Sears common 
stock for the assets of Chico Savings 
and Loan, a California association. 


The business of Chico has been 
transferred to Allstate Savings 
and Loan Association, which is 
wholly owned and managed by 
Allstate Enterprises. 

Depreciation expense 
up $7 million 

Depreciation expense for 1973 rose 
6.3 per cent to $127 million, 
compared with $120 million for the 
previous year. 

Taxes total $700 million 

Direct taxes to Federal, state and 
local governments rose $57 million 
to $700 million. 

DIRECT TAXES (millions) 



1973 

1972 

Amt. 

Inc. 

Income. 

... $434 

$418 

$16 

Payroll. 

... 176 

136 

40 

Property. 

70 

70 

— 

Other. 

20 

19 

1 

Total taxes. 

... $700 

$643 

$57 


Management incentives 

The Company has continued its 
policy of authorizing incentive 
compensation for key employes as 
a part of total remuneration. Awards 
to individual officers of the Company 
are approved by the Committee on 
Salary and Supplemental 
Compensation which is comprised 
entirely of outside directors. For 
1973, $72.7 million was 
distributed to 19,600 employes of 
the Company and its consolidated 
subsidiaries, an increase of $2.2 
million from the 1972 payments 
made to 18,850 employes. 

Non-qualified stock options for 
2,621,374 shares of Sears stock 
were granted on January 22, 1974, 
to 16,631 employes, including 12 
individuals who were also directors 
of the Company. The purchase price 
specified in these contracts is 
$85.94 per share, the fair market 
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Roget Designer Collection 



value on the date of grant. The 
contracts are not exercisable after 
January 12, 1984. The grant of 
these options, primarily under the 
1972 employes stock plan, but in 
part under the 1967 plan, followed 
the cancellation of qualified and 
non-qualified options expiring in 
1982 and a limited number of 
qualified options expiring in 1978 
for 2,441,910 shares granted in 
December, 1972, and in April, 1973, 
to an aggregate of 16,043 employes 
at $116.44 and $101.13 per share. 

Dividends per share $1.75, 
up 14 cents 

The quarterly dividend was 
increased to 40 cents per share in 
the third quarter of 1973. The 
fourth quarter dividend of 65 cents 
per share included an extra dividend 
of 25 cents per share. 

Total dividends paid to shareholders 
amounted to $275 million, an 
increase of $23 million from 1972. 


DIVIDENDS TO SHAREHOLDERS 
( millions ) Year Ended January 31 


1974 1973 


Month 


Per 


Per 

Paid 

Amt. 

Share 

Amt. 

Share 

April. 

$ 55 

$ .35 

$ 54 

$ .35 

July. 

55 

.35 

55 

.35 

October.... 

63 

.40 

55 

.35 

January— 





Regular.. 

63 

.40 

55 

.35 

Extra. 

39 

.25 

33 

.21 


$275 

$1.75 

$252 

$1.61 


Dividends represented 40 percent 
of 1973 net income, the same as 
the prior year. 

For the past 10 years, the 
Company's dividend pay-out has 
averaged 44.6 per cent of earnings. 
Dividends per share have increased 
as follows: 

1963 1968 1973 

Dividends per 

share. $.875 $1.30 $1.75 

Increases from 

1963. $.425 $.875 


WHO OWNS SEARS (on record date for January, 1974 dividend) 


Type of Shareholder 

Number of 
Shareholders 

Number of 
Shares 

Average 

Per 

Shareholder 

Per cent 
of Total 
Shares 

Individuals 





Women. 

. 103,751 

25,887,187 

250 

16.5 

Men. 

. 78,017 

23,677,724 

303 

15.1 

Joint Tenants. 

. 49,388 

7,074,069 

143 

4.5 

Bank Nominees. 

2,554 

56,391,544 

22,080 

35.9 

Investment Organizations. 

29,339 

5,958,776 

203 

3.8 

Brokers. 

599 

3,664,203 

6,117 

2.3 

Corporations and Firms. 

1,747 

3,978,932 

2,278 

2.5 

Other. 

2,061 

1,043,423 

506 

.6 


267,456 

127,675,858 


81.2 

Employes Profit Sharing Fund. 

1 

29,549,396 


18.8 

Totals. 

. 267,457 

157,225,254 


100.0 


Shareholders’ equity—$5 billion 

Equity capital increased $430 
million to $4,993 billion at fiscal 
year end. Net income for 1973 less 
dividends provided $405 million. 
Stock sold to employes under 
option plans provided $405,000, 
and stock issued to the Profit 
Sharing Fund, $24 million. 

The book value per share of Sears 
stock was $31.75, compared with 
$29.06 at the close of 1972. 

The rate of return on shareholders’ 
equity (net income divided by 
average equity) was 14.2 per cent, 
compared with 14.5 per cent for the 
previous year. The number of 
shareholders increased to 267,457 
from 262,080 the previous year. 

Profit sharing fund and 
supplemental pension plans 

Contributions by Sears, Allstate and 
certain subsidiaries amounted to: 


( millions ) 

1973 

1972 

Profit sharing fund. 

... $137 

$129 

Pension plans. 

29 

23 

Total. 

... $166 

$152 


The Savings and Profit Sharing 
Fund of Sears Employes was 
established in 1916. At 
December 31, 1973, 227,225 
employes of Sears, Allstate and 
certain wholly owned domestic 
subsidiaries were participants in 
the Fund. Effective January 1, 1974, 
part-time employes who qualify 
are eligible to join the Fund. 

The Company and Allstate 
Insurance also maintain 
supplemental pension plans. 
Employer contributions to these 
plans are computed on an actuarial 
basis, and retirement benefits are 
based on length of service and 
remuneration over $15,000 per 
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Financial Review— continued 


year. At December 31, 1973, the 
market value of the assets of 
supplemental pension plans 
exceeded the actuarialfy computed 
value of vested benefits. At 
December 31, 1973, the market 
value of the assets of these plans 
was $10 million below cost, and at 
December 31, 1972, it was $22 
million above cost. At December 31, 
1973, the unfunded past service 
cost for Sears supplemental 
pension plan was $49 million. 

Condensed financial statements of 
The Profit Sharing Fund and 
supplemental pension plans are 
shown below. 


Inventories increase $237 million 

Merchandise inventories, which 
reached a peak of $2,180 billion at 
the end of November, 1973, 
averaged $1,884 billion during 
1973. At year end, inventories were 
$1,879 billion, compared with 
$1,642 billion at the close of 1972. 
Inventories were increased to cover 
new stores and merchandise lines 
and a budgeted increase in Spring 
season sales. In addition, coverage 
has been extended on merchandise 
that was out of stock last year or is 
anticipated to be in critical supply. 
Merchandise on order amounted to 
$2.77 billion at the close of 1973. 


The Savings and 
Profit Sharing 
Fund of 

Sears Employes 
(at market) 

FINANCIAL POSITION (millions') December 31 1973 1972 

Sears common stock at market value: 1973— 

29,655,190 shares® $80% per share ;1972— 

30,735,251shares @ $116 per share. $2,380 $3,565 


Sears and 
Allstate 
Supplemental 
Pension Plans 
(at cost) 

1973 1972 


General investments— 

Short-term investments. 

Long-term bonds, notes and other 

obligations. 

Preferred stocks. 

Common stocks. 

Members ownership or reserved for 
future benefits. 


CHANGES IN ASSETS ( millions ) 

Total assets at January 1. 

Contributions from— 

Members. 

Employing companies. 

Investment income (net). 

Gain (loss) on sale of general investments ... 
Market appreciation (depreciation)— 

Sears stock. 

General investments. 

Members withdrawals or pensions paid. 

Total assets at December 31. 

IS 


180 

142 

$ 13 

$ 7 

9 

10 

75 

64 

6 

10 

1 

1 

370 

460 

153 

146 

$2,945 

$4,187 

$242 

$218 


1973 

1972 

1973 

1972 

$4,187 

$3,843 

$218 

$194 

109 

103 

— 

— 

137 

129 

29 

23 

65 

61 

8 

7 

12 

5 

(5) 

1 

(1,056) 

414 

— 

— 

(118) 

43 

— 

— 

(391) 

(411) 

(8) 

(7) 

$2,945 

$4,187 

$242 

$218 


Credit operations 

Credit sales during 1973 totaled 
$7.07 billion, resulting in accounts 
receivable at year end of 
$4.67 billion—$2.46 billion easy 
payment and $2.21 billion 
revolving charge. 

Sears offers two types of credit 
plans in most states, a revolving 
charge account and an easy 
payment account. The revolving 
charge account plan allows an 
option of paying in full within 
30 days with no finance charge, or 
paying in monthly installments with 
a finance charge assessed on the 
average daily balance excluding 
purchases made during the current 
billing period and unpaid finance 
charges. Payments are flexible 
depending upon the amount owing 
with a minimum monthly payment 
of $10. Easy payment accounts are 
traditional installment accounts 
with terms payable up to 
36 months; on certain home 
improvements, five-year 
terms are offered. 

Based on 1973 experience, the 
average maturity of our accounts is 
26.9 months for an easy payment 
account and 9.7 months for a 
revolving charge account. The ratio 
of credit sales to total sales was 
52.3 per cent, the same as 1972. 

Customer accounts increased 1.3 
million to 19.8 million. There were 
12.8 million active revolving charge 
accounts with an average balance of 
$176, and 7 million active easy 
payment accounts with an average 
balance of $358. 

Included in the $4.67 billion 
installment accounts receivable are 
balances due after one year of $760 
million which are expected to earn 
finance charge income at annual 
percentage rates ranging from 9 to 




































Dakkabar Collection 


20 per cent. Collection experience 
for 1973 compared satisfactorily 
with past results. As of year end, 
there were 168,560 accounts 
delinquent three or more monthly 
payments. The number of defaulted 
accounts (less than one full monthly 
payment received during the 
previous six months) totaled 4,338. 
The allowance for uncollectible 
accounts, which was $87 million at 
year end is adequate, based on past 
experience. The provision for 
uncollectibles, after recoveries from 
charged-off accounts, and the 
related percentage to credit sales 
for the past five years was: 


Provision for Per Cent to 
Year Uncollectibles Credit Sales 


( millions ) 

1973. $45 0.6 

1972. 42 0.7 

1971. 38 0.7 

1970. 35 0.6 

1969. 33 0.6 


Unearned finance charges were 
$205 million, up $14 million from 
the close of 1972. The cost of credit 
operations exceeded finance charge 
revenue by $8 miliion as compared 
with $39 million income over 
expense for 1972. Finance charge 
income and credit costs are 
presented on page 29, note 9, 
conforming with a standard adopted 
within the retail industry. 


Short-term borrowings reach 
$2.5 billion 

Short-term borrowings increased 
$412 million to $2,510 billion at year 
end. The breakdown of short-term 
notes payable, exhibited in the 
Company’s Statement of Financial 
Position on page 24, is as follows: 

January 31 

(billions) 1974 1973 

Commercial paper. $2,339 $1,813 

Bank loans. ,171 .285 

Total. $2,510 $2,098 


The average cost of all moneys 
borrowed was 8 per cent in 1973, 
up from 5.2 per cent in 1972. 


At the close of 1973, we had 
unused lines of bank credit 
approximating $2 billion. 


SEARS ROEBUCK ACCEPTANCE CORP. 

In October, Sears made a $100 
million additional capital investment 
in SRAC, a wholly owned 
consolidated subsidiary. 


A condensed statement of SRAC's 
financial position follows: 


(millions) 

Notes of Sears, 

Roebuck and Co. 

Cash and other assets.. 


Short-term debt. 

Other liabilities. 

Long-term debt- 

notes. 

senior. 

subordinated. 

Shareholder's equity. 


January 31 


1974 

1973 

$3,433 

$2,661 

1 

2 

$3,434 

$2,663 

$2,339 

$1,813 

39 

12 

356 

293 

50 

50 

25 

25 

625 

470 

$3,434 

$2,663 


Working capital up $49 million 

Working capital (current assets less 
current liabilities) rose to $2,379 
billion at year end. At the close 
of the year, current assets of $6,772 
billion covered current liabilities 
of $4,393 billion 1.54 times. 

The source, use, and increase in 
working capital is detailed in the 
Statement of Changes in Financial 
Position on page 27. 


Long-term debt up $64 million 

Long-term debt was $980 million, 
compared with $916 million at year 
end 1972, a net increase of $64 
million. Sears Roebuck Acceptance 
Corp.’s 13 month notes increased 
$63 million. The Company 
borrowed $24 million through an 



overseas subsidiary and bought in 
the market $23 million of Sears 
sinking fund debentures. Long¬ 
term debt is detailed on page 25, 

Capital expenditures $401 million 

During 1973 , the Company invested 
$314 million for the expansion and 
improvement of facilities; $87 
miliion was spent for normal 
replacement of equipment. 
Additionally, our landlords spent 
$21 million for stores and other 
properties leased to Sears. 

Funds allocated to retail, catalog 
and other operations, including 
Sears Tower, are as follows: 

CAPITAL EXPENDITURES (millions) 

1973 1972 1971 

Retail. $259 $226 $219 

Catalog. 42 32 87 

Other operations .. 100 94 56 

$401 $352 $362 

28 new Sears stores opened 

The following is a breakdown of the 
number of retail stores opened, 
closed and reclassified during 1973: 

Medi- 



Com¬ 

plete 

um 

Size 

Hard 

Lines 

Total 

New markets. 

8 

6 

1 

15 

Relocations. 

6 

7 

— 

13 

Total opened. 

14 

13 

1 

28 

Closed-converted 

(1) 

(11) 

(13) 

(25) 

Reclassified. 

1 

(3) 

2 

— 

Increase. 

14 

U) 

(10) 

3 


Of the 28 stores opened during 
1973, 19 are owned by the Company 
and nine are leased. The 25 closed 
stores consisted of 13 replaced by 
modern units in the same shopping 
communities and 12 converted to 
other selling units. We reclassified 
three stores and enlarged and 
modernized five. 
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Financial Review— continued 


Sears expects these new stores 
to contribute to future sales and 
profit goals. Expansion of the 
retail system totaled 4.5 million 
square feet of gross space. The 
net addition after adjusting for 
closed stores was 3.4 million 
square feet. 

The number of other Sears selling 
units continued to grow with the 
addition of 137 other selling 
facilities, including units operated 
by independent catalog merchants 
and 17 units operated by Seibu, a 
Japanese retailing group. 

Property account at $2 billion 

Sears net investment in property 
increased $264 million during 1973. 


CHANGES IN PROPERTY, PLANT AND 
EQUIPMENT—NET (millions) 



1973 

1972 

1971 

Beginning of 
year. 

$1,714 

$1,495 

$1,244 

Capital 
additions.... 

401 

352 

362 

Depreciation.. 

(127) 

(120) 

(106) 

Dispositions... 

(10) 

(13) 

(5) 

Net increase 
for the year. 

264 

219 

251 

End of Year... 

$1,978 

$1,714 

$1,495 


Sears invested $1.6 billion in the 
last five years 

In the last five years, Sears invested 
$1,597 billion for new and improved 
facilities and normal replacement 
of equipment. This includes $1,051 
billion for 73 complete department 
stores, 63 medium size units and 
13 hard lines stores. We also 
enlarged 34 stores. Approximately 
18 million square feet was added 
to gross store space. At the close of 
fiscal 1973, Sears operated 303 
complete department stores, 377 
medium size units and 160 hard 
lines stores. The Company had 98 


million square feet of store space in 
operation to serve customers. 

Sears owns 217 of the complete 
department stores and 102 of the 
medium size stores. All of the 160 
hard lines stores are leased. Most 
of our 1,650 catalog, retail and 
telephone sales offices are occupied 
under year-to-year leases. The 
general offices at Sears Tower, the 
new 110 story office building in 
Chicago; the territorial office 
buildings; the 12 catalog 
merchandise distribution centers, 
and 114 warehouses, including 51 
of the major distribution 
warehouses, are owned by the 
Company. The general office 
located in New York City and the 
remaining warehouses are leased. 

Expansion planned in 1974 

Sears expansion plans for 1974 are; 
—To open 32 retail stores, 
including 18 in new markets. 

Twelve will open in the first half. 
Additions to retail gross space will 
exceed 3.6 million square feet. 

—To commence construction on the 
900,000-square-foot national 
catalog fashion distribution center 
in Elk Grove Village, IL, scheduled 
to be in operation in early 1976. 

Capital expenditures for 1974 are 
estimated to exceed $375 million. 
This includes amounts for 
expansion of catalog, retail and 
sales supporting facilities and 
amounts for remodeling and normal 
replacements. Our landlords will 
spend an additional $34 million on 
Sears stores. 

Financial position excellent 

In 1973, Sears generated $685 
million in funds provided from 
operations and short-term deferred 
income taxes. 


At the close of the year, working 
capital totaled $2,379 billion. 
Capitalization of $5,973 billion 
included $980 million long-term 
debt and $4,993 billion 
shareholders’ equity. 

Sears is in excellent financial 
condition as indicated by the 
following comparative figures; 

CAPITALIZATION 


Per Per 

(billions) 1973 Cent 1963 Cent 

Long-term 

debt. $ .980 16 $ .475 18 

Shareholders’ 

equity. 4.993 84 2.156 82 

Total. $5,973 100 $2,631 100 


We have alternative and substantial 
sources of capital funds and will 
continue to maintain the sound 
growth and profitability of your 
Company. 
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Retail Stores Opened In 1973 (28) 


COMPLETE DEPARTMENT STORES (14) 
*Arm Arbor, Mt 

Sriarwood Mall Shopping Center 

Atlanta, GA 
Cumberland Mall 

♦Baltimore (West), MD 
Security Square 

Carson, CA 
Carson Mall 

♦Durham, NC 

Northgate Shopping Center 

Florissant, MO 
Jamestown Mall 

♦Greensboro, NC 
friendly Center 

Knoxville, TN 
West Town Mall 

Laguna Hills, CA 
Laguna Hills Mall 

Media, PA 
Granite Run Mall 

♦Methuen, MA 
Methuen Mali 

Portland, OR 
Washington Square 

♦Staten Island, NY 
Staten Island Mall 

Vernon Hills, IL 
Hawthorn Shopping Center 

♦Replaced existing store. 


Weatherbeater Paint 


MEDIUM SIZE STORES (13) 
♦Alexandria, LA 

Alexandria Mall Shopping Center 
♦Antioch, CA 

County East Shopping Center 

♦Auburn-Opelika, AL 
Village Mall 

Bradenton, FL 
DeSoto Mall 

♦Columbus, IN 

Courthouse Square D 
Shopping Center 

Dallas, TX 

9645 Webb Chapel Road 

♦East Wenatchee, WA 
Eastmont Center 

Ft. Collins, CO 
Foothills Fashion Mall 

*Mt. Vernon, WA 
Skagit Valley Mall 

North Kansas City, MO 
Antioch Shopping Center 

North Little Rock, AR 
McCain Mall 

Rockford, IL (Cherry Valley) 

Cherry Vale Mall 

♦Uniontown, PA 
Uniontown Mall 

HARD LINES STORES (1) 

Ft. Worth, TX 
Ridglea Shopping Center 



Facilities, January 31, 1974 

RETAIL STORES 

Complete Department Stores.303 

Medium Size Department Stores... .377 
(carrying extensive assort¬ 
ments of general merchandise) 

Hard Lines Stores.160 

(carrying major household ap¬ 
pliances, hard lines, sporting 
goods and automotive supplies) 

840 


Catalog Merchandise 
Distribution Centers.12 

Other Selling Facilities and 
Independent Catalog Merchants. .2,785 

Major Distribution Warehouses.76* 

(for retail store groups) 

Service and Parts Centers.151 


♦Plus 383 other warehouses serving 
Individual stores. 
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Statement of Accounting Policies 


Basis of consolidation 

The financial statements include 
the accounts of the Company and 
all its wholly owned domestic 
subsidiaries directly related to 
retail distribution. The principal 
such consolidated subsidiaries are: 

Sears Roebuck de Puerto Rico, Inc. 
Sears Roebuck S. A. (Central America) 

in addition, the wholly owned 
finance subsidiary, Sears Roebuck 
Acceptance Corp., is consolidated. 

Investments 

Investments in companies in which 
the Company’s ownership exceeds 
20 per cent are carried at cost plus 
the Company’s equity in the 
undistributed income since dates 
of acquisition. 

The principal companies are: 

Allstate Insurance Companies 
(wholly owned, page 36) 

Allstate Enterprises, Inc. 

(wholly owned, page 42) 

Homart Development Co. 

(wholly owned, page 43) 

International subsidiaries (80 to 100% 
owned, page 44) 

Simpsons-Sears Limited 
(41.4% equity interest— 

50% of voting stock—page 44) 

Roper Corporation (41.4% owned) 
DeSoto, Inc. (31.7%owned) 

Kellwood Company (22.8% owned) 
Universal-Rundle Corporation 
(59.7% owned) 

Inventories 

Merchandise inventories are 
valued at the lower of cost (first-in, 
first-out) or market. Retail store 
inventory values are determined by 
the retail method. Distribution 
center inventory values are 
determined by specific item 
identification. 

Property and depreciation 

The Company provides depreciation 
by the straight-line and accelerated 
methods for additions prior to 1968. 


The straight-line method is used for 
subsequent additions. The estimated 
useful lives for depreciation 
purposes are: 


Major structures.25 to 50 years 

Parking space.10 to 20 years 

Furniture and fixtures.6 to 10 years 

Transportation 

equipment.3 to 8 years 


Income taxes 

The investment tax credit is 
reflected as a reduction in current 
income taxes (flow-through method). 

Income tax expense is based upon 
the financial statement reported 
earnings. Deferred taxes arise due 
to differences in reporting of income 
for tax purposes (Note 3). 

U.S. income and foreign withholding 
taxes are not provided on earnings 
of international companies which 
the Company considers to be 
permanent foreign investments. 

Translation of foreign currencies 

in determining equities in 
international subsidiaries and 
Simpsons-Sears Limited, the net 
current assets and long-term 
liabilities are translated at current 
exchange rates. Investments, 
properties and related depreciation 
are translated at the exchange rates 
on the dates of acquisition. Sales, 
costs and expenses (excluding 
depreciation) are translated at 
average exchange rates for the year. 
Foreign currency amounts in the 
consolidated financial statements 
are translated at current exchange 
rates. The unrealized gains and 
losses on translation to U.S. dollars 
are reflected in earnings except 
that where long-term liabilities 
exist such amounts are deferred and 
amortized over the remaining term 
of the long-term liabilities. 


Recognition of income 

Credit sales are included in income 
at the time of sale. In accordance 
with customary trade practices, 
uncollected balances which will 
become due after one year are 
included as current assets. 

Revenue from services performed 
over future periods is recognized 
over the time interval. The principal 
items are maintenance agreement 
sales and finance charges on easy 
payment accounts. 

Equity in income of unconsolidated 
subsidiaries and affiliates is based 
upon the Company's share of 
reported earnings. Earnings of 
insurance companies do not include 
unrealized gains or losses on their 
investment portfolios. 

Expenses and intangibles 

The Company provides and funds 
the current costs of its 
supplemental pension 
and profit sharing plans. 

All expenses are charged to 
operations as incurred except: 

Production costs of major catalogs 
over the revenue-producing lives 
of 2 to 6 months 

Debenture discount and expense by 
the straight-line method over the 
lives of the debentures, assuming 
minimum sinking fund requirements 

Carrying costs of construction-in-progress 
and land held for future use over the 
depreciable life of the structure when 
placed in economic use (Note 2). 

Net income per share 

Net income per share of common 
stock is based on the average 
number of shares outstanding 
during each year. The dilutive effect 
resulting from the assumed 
exercise of outstanding stock 
options is not material. 
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$ in thousands 

Year ended January 31 


1974 

1973* 

Net sales (including finance charge revenues—note 9). 

... $12,306,229 

$10,991,001 

Cost of sales, buying and occupancy expenses. 

Selling and administrative expenses. 

7,664,123 

3,401,594 

6,810,647 

3,084,711 


11,065,717 

9,895,358 

Operating income from sales and services. 

1,240,512 

1,095,643 

Equity in income of (note 1): 

Allstate Group 

Insurance companies 

Underwriting and investment income. 

Realized capital gains. 

Allstate Enterprises, Inc. 

172,723 

26,146 

4,097 

142,653 

19,343 

8,025 

Other unconsolidated subsidiaries and affiliates. 

Other companies (dividends). 

202,966 

41,533 

1,869 

170,021 

27,690 

1,828 


246,368 

199,539 

Operating income and equity in income of unconsolidated subsidiaries. 

1,486,880 

1,295,182 

General expenses: 

interest expense. 

Contribution to Employes Profit Sharing Fund. 

Income taxes (note 3). 

253,587 

119,891 

433,500 

147,920 

111,040 

415,795 


806,978 

674,755 

Income before extraordinary item. 

Gain from sale of security (net of income taxes and profit sharing contribution). 

679,902 

620,427 

7,450 

Net income. 

,.. $ 679,902 

$ 627,877 

Per share: 

Income before extraordinary item. 

Net income. 

Average shares outstanding. 

$4.33 

4.33 

... 157,087,000 

$3.96 

4.01 

156,391,000 


'Restated (see note 1, page 28). 

See accompanying detail and notes to financial statements 
and statement of accounting policies. 
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Statement of Financial Position 


$ in thousands 


ASSETS 

Current Assets 

Cash. 

Receivables. 

Inventories. 

Prepaid advertising and other charges 

Total Current Assets. 


January 31 


1974 


$ 198,085 

4,615,245 
1,879,101 
79,277 

6,771,708 


1973* 


$ 232,647 
4,261,827 
1,642,069 
68,088 

6,204,631 


Investments (note 1). 1,669,904 1,448,489 

Property, Plant and Equipment. 1,978,194 1,713,879 


Deferred Charges. 
Total Assets 


7,625 

$10,427,431 


3,866 

$9,370,865 


LIABILITIES 

Current Liabilities 
Notes payable 

Commercial paper. 

Banks. 

Accounts payable and accrued expenses... 
Unearned maintenance agreement income 
Deferred income taxes. 

Total Current Liabilities. 


$ 2,338,836 
170,991 
959,339 
192,822 
731,137 

4,393,125 


$1,812,514 

285,341 

885,092 

172,707 

719,062 

3,874,716 


Deferred Income Taxes 


60,471 17,326 


Long-Term Debt. 

Total Liabilities 


980,496 
$ 5,434,092 


916,000 

$4,808,042 


SHAREHOLDERS’ EQUITY 


$ 4,993,339 $4,562,823 


‘Restated (see note 1, page 28). 

See accompanying detail and notes to financial statements 
and statement of accounting policies. 































$ in thousands 
RECEIVABLES 

Customer installment accounts receivable 

Easy payment accounts.. 

Revolving charge accounts. 

Other customer accounts (net of $70,357 accounts sold in 1974) 
Miscellaneous accounts and notes receivable. 

Less—unearned finance charges. 

allowance for uncollectible accounts. 


INVESTMENTS 

Allstate Insurance Company (cost $54,600—note 1) 

Allstate Enterprises, Inc. (cost $ 80 , 868 ). 

International subsidiaries (cost $78,654). 

Simpsons-Sears Limited (cost .$40,569—note l). ... 

Homart Development Co. (cost $32,817). 

Other subsidiaries and affiliates (cost $36,089)... 
Investments and advances (principally at cost) 


PROPERTY, PLANT AND EQUIPMENT (at cost) 

Land. 

Buildings and improvements. 

Furniture, fixtures and equipment. 

Total property, plant and equipment. 

Less accumulated depreciation. 


ACCOUNTS PAYABLE AND ACCRUED EXPENSES 

Accounts payable. 

Accrued expenses. 

Federal income taxes accrued. 

Other accrued taxes. 


LONG-TERM DEBT (note 4) 

Sears, Roebuck and Co. 

SVs% Notes, due 1976. 

4%% Sinking Fund Debentures, due 1983. 

6%% Sinking Fund Debentures, due 1993 . 

8%% Sinking Fund Debentures, due 1995 .. 

6.2% Notes, due 1988 (Swiss Francs 80,000,000). 

Sears Roebuck Acceptance Corp. 

8.54% Notes, rate subject to fluctuation; notes callable after 13 months 

5% Debentures, due 1982. 

4%% Subordinated Debentures, due 1977. 


January 31 


1974 

1973* 

$2,463,104 

$2,384,828 

2,210,227 

1,883,452 

66,999 

141,551 

166,730 

122,257 

4,907,060 

4,532,088 

205,105 

190,642 

86,710 

79,619 

$4,615,245 

$4,261,827 

$1,141,562 

$ 972,693 

120,462 

116,365 

112,047 

106,614 

102,763 

91,159 

52,070 

38,879 

93,483 

75,963 

47,517 

46,816 

$1,669,904 

$1,448,489 

$ 273,715 

$ 256,607 

1,829,285 

1,622,583 

974,346 

846,844 

3,077,346 

2,726,034 

1,099,152 

1,012,155 

$1,978,194 

$1,713,879 

$ 443,760 

$ 452,447 

269,288 

229,919 

94,375 

55,653 

151,916 

147,073 

$ 959,339 

$ 885,092 


$ 

125,000 

$ 125,000 


182,000 

198,000 


93,000 

100,000 


125,000 

125,000 


24,496 

— 


356,000 

293,000 


50,000 

50,000 


25,000 

25,000 

$ 

980,496 

$ 916,000 
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Statement of Shareholders’ Equity 


$ in thousands 

Common Stock (including capital in excess of par value)— 
$1.50 par value, 200,000,000 shares authorized; 
issued and outstanding as follows: 

Balance, beginning of year. 

Stock options exercised (note 6). 

Issued to Profit Sharing Fund. 

Equity in capital transactions of 

Simpsons-Sears Limited. 

Acquisition of National First Corp. 

Balance, end of year. 

Retained Income 

Balance, beginning of year. 

Net Income. 

Acquisition of National First Corp. 

Dividends to shareholders 

($1.75 and $1.61 respectively). 

Balance, end of year. 

Total Shareholders' Equity. 


Year ended January 31 

1974 1973 1974 1973* 

(shares) 


157,011,710 

5,481 

261,416 

155,608,793 

1,177,644 

180,112 

$ 564,218 

405 

23,998 

$ 480,299 

63,732 

19,997 

— 

45,161 

1,124 

190 

157,278,607 

157,011,710 

589,745 

564,218 



$3,998,605 

679,902 

$3,621,801 

627,877 

726 



(274,913) 

4,403,594 

(251,799) 

3,998,605 



$4,993,339 

$4,562,823 


*Restated (see note 1, page 28). 

See accompanying detail and notes to financial statements 
and statement of accounting policies. 


Report of Certified Public Accountants 


To the Shareholders and Board of Directors of Sears, Roebuck and Co. 

Vile have examined the Statement of Financial Position of Sears, Roebuck and Co. and consolidated subsidiaries as of January 31, 
1974 and 1973, and the related Statements of Income, Shareholders' Equity and Changes in Financial Position for the years then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the aforementioned financial statements present fairly the financial position of Sears, Roebuck and Co. and 
consolidated subsidiaries at January 31, 1974 and 1973, and the results of their operations and changes in their financial position 
lor the years then ended, in conformity with generally accepted accounting principles applied on a consistent basis after 
restatement for the change, with which we concur, in the basis of presentation as described in Note 1 to the financial statements. 



Chicago, Illinois, April 1, 1974 
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Statement of Changes in Financial Position 


Junior Bazaar Swimwear 



$ in thousands Year ended January 31 

1974 1973* 

SOURCE OF WORKING CAPITAL 

Net income. $ 679,902 $ 627,877 

Depreciation. 127,335 119,840 

Deferred income taxes. 43,145 18,243 

Stock issued to Profit Sharing Fund. 23,998 19,997 

Undistributed net income of unconsolidated subsidiaries. (201,766) (159,360) 

From operations. 672,614 626,597 

Cash for stock issued under options. 405 63,732 

Proceeds from long-term debt issues. 87,496 232,000 

$ 760,515 $ 922,329 

USE OF WORKING CAPITAL 

Cash dividends to shareholders. $ 274,913 $ 251,799 

Property additions, less dispositions. 391,650 338,714 

Long-term debt purchased. 23,000 12,000 

Changes in investments and deferred charges. 22,284 49,150 

$ 711,847 $ 651,663 

INCREASE IN WORKING CAPITAL. $ 48,668 $ 270,666 

DETAIL OF WORKING CAPITAL INCREASE 
Current Assets 

Cash. $ (34,562) $ 34,221 

Receivables. 353,418 340,948 

Inventories. 237,032 212,738 

Prepaid advertising and other charges. 11,189 4,053 

Increase. $ 567,077 $ 591,960 


Current Liabilities 
Notes payable 

Commercial paper. $ 526,322 $ 120,057 

Banks. (114,350) 80,150 

Accounts payable and accrued expenses. 74,247 67,863 

Unearned maintenance agreement income. 20,115 16,551 

Deferred income taxes. 12,075 36,673 

Increase. $ 518,409 $ 321,294 

INCREASE IN WORKING CAPITAL. $ 48,668 $ 270,666 

WORKING CAPITAL (at January 31). $2,378,583 $2,329,915 


♦Restated (see note 1, page 28). 

See accompanying detail and notes to financial statements 
and statement of accounting policies. 
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Notes to 

Financial Statements 


3. Income taxes 

Federal and state income tax expense consists of: 

Year Ended January 31 


(' thousands) 1974 1973 


Current portion (before investment tax credit). $346,345 $374,418 

Investment tax credit (flow-through method). (12,594) (10,934) 

Deferred tax expense—current: 

Installment sales. 82,988 52,918 

Receivable reserves. (12,288) (5,435) 

Maintenance agreement income. (10,855) (7,888) 

Other. (9,302) (2,922) 


50,543 36,673 

Deferred tax expense—long-term: 

Depreciation. 29,724 16,943 

Carrying costs of property. 14,575 — 

Other. 4,907 1,300 


49,206 18,243 

Tax applicable to extraordinary item. — (2,605) 

Financial statement income tax expense. $433,500 $415,795 


Because of expected future income tax deferrals, it is not expected that 
tax payments wilt exceed the tax expense shown in the financial statements 
in the foreseeable future. The financial statement tax expense for 1973 and 
1972 includes state income tax expense of $50.1 million ($15.8 million 
deferred) and $54.2 million ($4 million deferred), respectively. 

The financial statement income tax expense for 1973 and 1972 results in an 
effective tax rate of 50 per cent and 49.4 per cent, respectively, based 
on reported income before income taxes and equity in.income of 
unconsolidated subsidiaries. A reconciliation of these effective rates with 
the statutory federal tax rate is: 

Year Ended January32 
1974 1973 


Statutory federal income tax rate. 48.0% 48.0% 

State income taxes, net of federal income taxes. 3.0 3.3 

Investment tax credit (flow-through method). (1.5) (1.3) 

Miscellaneous items. .5 (. 6 ) 


Effective income tax rate. 50.0% 49.4% 


1. Basis of presentation 

The financial statements of the 
Company's wholly owned insurance 
subsidiary, Allstate Insurance 
Company, have been restated to 
reflect the change in basis of 
presentation from statutory 
accounting principles to generally 
accepted accounting principles as 
described more fully in Allstate’s 
financial statements commencing on 
page 38 of this annual report. 
Additionally, the financial 
statements of the Company’s 
affiliate, Simpsons-Sears Limited, 
have been restated to reflect that 
company's change to the equity 
method of accounting for 
investments in companies in which 
it owns 20 per cent or more of their 
outstanding common stock. 

Accordingly, due to the above, 
the Company's financial statements 
have been restated for comparability, 
and the net effect, after applicable 
income taxes, is as follows: 




Retained 


Net 

Income 


Income 

Years 


Year 

Through 

(thousands) 

1972 

1972 

$621,812 

$3,951,196 

Previously reported. 

Aflstate Insurance. 

5,895 

45,217 

Simpsons-Sears Limited. 

170 

2,192 

Restated. 

$627,877 

$3,998,605 


2. Accounting change 

Effective February 1, 1973, the 
Company adopted the accounting 
policy of capitalizing the carrying 
costs, real estate taxes and 
interest, of construction-in-progress 
and land held for future use. 

Under this new policy, all amounts 
capitalized will be amortized to 
earnings over the depreciable life 
of the structure when the property 
is placed in economic use. The 
effect of this prospective change 
was to increase net income for the 
year ended January 31, 1974, by 
$14,100,000 (.09 per share). 
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4. Long-term debt 

The indentures provide that the 
Company cannot take certain 
actions, includingthe declaration of 
cash dividends, which would cause 
its unencumbered assets to drop 
below 150 per cent of liabilities. 

The excess unencumbered 
assets at January 31, 1974, 
were $426 million. 

Aggregate long-term debt maturities, 
including minimum sinkingfund 
payments (excludes 8.54%notes 
which have no specified maturity) 
through January 31, 1979 are: 

Year Ended January 31 


1977 . $144,500,000 

1978 . 48,900,000 

1979 . 23,900,000 


5. Supplemental pension plan 

For the fiscal years 1973 and 1972, 
the Company contributed to the 
Sears Supplemental Pension Plan, 
$18,917,000, and $15,413,000, 
respectively. The plan provides 
pension benefits to employes on 
that portion of their compensation 


which exceeds the $15,000 
maximum established for Profit 
Sharing purposes. At December 31, 

1973, the assets of the plan, 
$176,157,000, exceeded the 
actuarially computed value of 
vested benefits. The unfunded past 
service costs were $49,161,000. 

6. Employe stock options 

Options under the Company's plans 
are granted at the fair market 
value on the date of the grant. 
Generally options become 
exercisable in four annual and 
cumulative installments beginning 
one year after the date of grant and 
expire ten years after the date of 
grant. 

In January, 1974, options for 
2,441,910 shares, at a price 
range of $101.13 to $116.44 
per share, were cancelled at 
the election of the optionees. 

For the year ended January 31, 

1974, options for 2,628,974 shares 
were granted to 16,635 employes 
at $85.94 to $101.13 per share. 









































Outstanding options at year end 
ranged in price from $85.94 to 
$116.44 per share, aggregating 
$278,814,000. At January 31, 1974, 
303,709 shares were exercisable 
and 1,864,000 shares were available 
for future grants under the 1967 and 
1972 Employe Stock Plans. 


A summary of option shares 
outstanding is: 

Year Ended January 31 


(thousands of shares) 1974 1973 


Beginning balance. 3,076 1,773 

Granted. 2,629 2,496 

Exercised. (5) (1,178) 

Cancelled. (2,489) (15) 

Balance, January 31_ 3,211 3,076 


7. Lease commitments 

Rental payments are based upon 
contractual minimum rates, and 
for certain retail stores, amounts 
in excess of these minimum rates 
are payable based upon specified 
percentages of sales. Certain of the 
leases include renewal or purchase 
provisions at the Company’s option. 
Minimum fixed rentals exclusive of 
taxes, insurance and other expenses 
payable directly by the Company 
under leases (over one year) in 
effect as of January 31, 1974 are: 
(millions) 

1974— $67* 1979-1983—$198 

1975— $64* 1984-1988—$142 

1976— $57* 1989-1993—$ 97 

1977— $49 after 1993 —$111 

1978— $45 

♦Includes computer rentals of $9, 7 and 
4 million, respectively 
The present value (interest rates 
range from 3.4% to 8.5% with a 
6.1% weighted average interest 
rate) of all future contractual 
minimum rental payments on the 
above leases (all presented on a 
net lease basis) as of January 31, 
1974, is $422 million. 

If financing leases, as defined by 
the Securities and Exchange 
Commission, had been recorded 
as long-term debt and the related 
property rights depreciated under 
the straight-line method, net income 
for the year ended January 31, 

1974, would have been decreased 
by $1.5 million. The present value 
of these financing leases (5.6% 
weighted average interest rate) at 
January 31, 1974, is $351 million. 


8. Short-term borrowings 

The Company obtains required short-term funds through the placement of 
commercial paper and bank borrowings. At January 31, 1974, the Company 
had unused lines of bank credit approximating $2 billion.The credit lines 
are renewable annually at various dates and provide for loans of varying 
maturities at the prime rate. There are no formal or informal compensating 
balance arrangements with any of the banks. 


Selected details of the Company's short-term borrowings are as follows: 


( millions) 


Commercial Paper 


Weighted 

Interest 

Amount Rate 


Banks 


Weighted 

Interest 

Amount Rate 


Balance, January 31, 1974 . $2,339 8.9% 

Average during year. 2,134 8.4 

Maximum during year (month end). 2,463 


$171 9,8% 

352 8.4 

480 


9. Credit operations 

Actions are pending against the Company in eight states and Puerto Rico 
alleging that its finance charges or method of computing charges violate 
the laws of those jurisdictions. The ultimate consequences of these actions 
or those pending against other retailers, if adversely decided, are not 
presently determinable, but in the opinion of the Company’s management, 
are not expected to have a material adverse effect on the financial position 
or net income of the Company. 

Details of finance charge revenues and credit costs, presented in conformity 
with industry standards, are shown below. Pro forma interest was computed 
on average installment receivables less applicable net deferred taxes. 


Year Ended January 31 


(millions) 

1974 

1973 

1972 

1971 

1970 

Finance charge revenues (included in net sales): 
Easy payment accounts. 

$314 

$303 

$290 

$286 

$289 

Revolving charge accounts. 

280 

246 

229 

206 

187 


$594 

$549 

$519 

$492 

$476 

Credit sales expense, including expenses in stores.. 

$296 

$275 

$254 

$241 

$232 

Provision for uncollectible accounts. 

45 

42 

38 

35 

33 

Pro forma interest (at percentage rates below). 

268 

155 

152 

187 

183 

Income taxes (benefit). 

(7) 

38 

38 

15 

15 


$602 

$510 

$482 

$478 

$463 

Income over (under) expenses. 

$ (8) 

$ 39 

$ 37 

$ 14 

$ 13 

Average cost of funds borrowed. 

8.0% 

6.2% 

5.4% 

7.0% 

7.2% 


10. Supplementary income statement information 

The following expense categories are included in the Company's costs and 
expenses in the income statement (page 23): 


( thousands ) 

Advertising costs (excluding catalog) 
Taxes, other than income taxes: 

Payroll. 

Property. 

Other. 


Depreciation of property. 

Rents: 

Property, (includes contingent rentals, based 
primarily upon sales, of $32.9 million for 1973) , 
Equipment. 


Year Ended January 31 


1974 

1973 

$347,553 

$321,741 

176,438 

70,176 

19,541 

135,703 

69,832 

18,678 

266,155 

127,335 

224,213 

119,840 

92,502 

21,971 

86,788 

21,029 

114,473 

107,817 

83,022 

74,940 
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Repairs and maintenance 






































































Ten Year Summary 


INCOME AND DIVIDENDS 

^ Net Income 
^ Retained Income 
Cash Dividends 

in millions of dollars 



•Restated where applicable 
(see note 1, page 28) 


RESULTS FOR THE YEAR ( millions ) 

1973 

1972 

1971 

Net Sales. 

$12,306 

$10,991 

$10,006 

Operating income. 

1,241 

1,096 

1,033 

Per cent of net sales. 

10.1 

10.0 

10.3 

Equity in income of unconsolidated 
subsidiaries and affiliates. 

246 

199 

165 

Interest expense. 

254 

148 

139 

Contribution to Employes Profit Sharing Fund 
(excludes amount applicable to capital gains) ... 

120 

111 

101 

Income taxes (excludes capital gains taxes)... . 

433 

416 

399 

Income before extraordinary items. 

680 

620 

559 

Extraordinary items (capital gains). 

— 

8 

— 

Net income. 

680 

628 

559 

Return on average shareholders’ equity 
(per cent). 

14.2 

14.5 

14.3 

Depreciation. 

127 

120 

106 

YEAR END POSITION ( millions ) 

Customer installment accounts (gross). 

$ 4,673 

$ 4,268 

$ 3,949 

Inventories. 

1,879 

1,642 

1,429 

Property, plant and equipment (net). 

1,978 

1,714 

1,495 

Long-term debt. 

980 

916 

696 

Retained income. 

4,404 

3,999 

3,619 

Shareholders' equity (book value). 

4,993 

4,563 

4,100 

PER SHARE OF COMMON STOCK ( dollars ) 
Income before extraordinary items. 

$ 4.33 

$ 3.96 

$ 3.61 

Extraordinary items (capital gains). 

— 

.05 

— 

Net income. 

4.33 

4.01 

3.61 

Dividends to shareholders. 

1.75 

1.61 

1.50 

Shareholders’ equity (book value)—year end 

31.75 

29.06 

26.34 

Market price of common share high-low. 

116-79 

123-99 

104-76 

Closing price fiscal year end. 

88 

114 

100 

Price/earnings ratios high-low. 

27-18 

31-25 

29-21 

MISCELLANEOUS DATA 

Shareholders (Profit Sharing Fund counted 
as single shareholder). 

267,457 

262,080 

251,951 

Retail stores (excluding foreign stores)— 
Number. 

840 

837 

836 

Store space (gross sq. ft. in millions)... 

98 

94 

90 

Catalog merchandise distribution centers... 

12 

12 

11 

Other selling facilities and independent 
catalog merchants. 

2,785 

2,648 

2,507 

Capital expenditures (millions). 

$ 401 

$ 352 

$ 362 
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Shredder Bagger 



1970 

1969 

1968 

1967 

1966 

1965 

1964 

$ 9,251 

$ 8,844 

$ 8,178 

$ 7,296 

$ 6,769 

$ 6,357 

$ 5,716 

956 

959 

859 

697 

680 

659 

625 

10.3 

10.9 

10.5 

9.6 

10.1 

10.4 

10.9 

124 

118 

118 

108 

98 

76 

73 

160 

154 

113 

93 

92 

66 

50 

87 

88 

77 

67 

64 

63 

59 

363 

393 

363 

270 

264 

262 

262 

470 

442 

424 

375 

358 

344 

327 

— 

— 

— 

— 

14 

4 

3 

470 

442 

424 

375 

372 

348 

330 

13.2 

13.4 

13,9 

13.3 

14.2 

14.3 

14.7 

104 

107 

105 

106 

93 

78 

66 


$ 3,794 

$ 3,591 

$ 3,347 

$ 3,025 

$ 2,931 

$ 2,707 

$ 2,339 

1,308 

1,215 

1,134 

1,070 

1,021 

931 

830 

1,244 

1,089 

984 

958 

880 

752 

640 

630 

455 

483 

403 

427 

439 

451 

3,293 

3,031 

2,797 

2,572 

2,381 

2,192 

2,015 

3,707 

3,433 

3,165 

2,925 

2,725 

2,529 

2,343 


$ 3.05 

$ 2.87 

$ 2.77 

$ 2.45 

$ 2.35 

$ 2.26 

$ 2.15 

— 

— 


— 

.09 

.03 

.02 

3.05 

2.87 

2.77 

2.45 

2.44 

2.29 

2.17 

1.35 

1.35 

1.30 

1.20 

1.20 

1 . 12 i / 2 

1.00 

24.00 

22.26 

20.62 

19.12 

17.85 

16.59 

15.40 

82-51 

75-62 

72-57 

65-49 

61-44 

77-59 

68-50 

80 

63 

65 

60 

50 

59 

65 

27-17 

26-22 

26-21 

26-20 

29-21 

36-28 

34-25 


ASSETS, LIABILITIES AND 
SHAREHOLDERS’ EQUITY 

_^ Assets 

] Liabilities 

n Shareholders’ Equity 

in billions of dollars 
12.0 


10.0 

8 . 0 - 

6.0 

4 . 0 . 

2 . 0 . 

0 ■ 


1964 '65 '66 ’67 '68 '69 '70 ‘71 ‘72 1973 


253,265 

253,510 

252,118 

257,543 

259,620 

243,608 

197,496 

827 

826 

818 

809 

801 

786 

777 

86 

83 

80 

76 

71 

65 

61 

11 

11 

11 

11 

11 

11 

11 

2,346 

2,166 

1,969 

1,762 

1,681 

1,473 

1,237 

$ 268 

$ 214 

$ 139 

$ 186 

$ 224 

$ 196 

$ 179 
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/instate 


Consumer Safety- 
Consumer Savings 

For years, the Good Hands 
people have worked on programs 
to reduce deaths, injuries and 
property damage resulting from 
automobile crashes. These goals 
will help control auto insurance 
costs. Two outstanding programs 
now paying off for customers 
deal with passenger protection 
and property damage prevention. 

It’s In The Bag . . . 

Passenger safety, that is! Allstate 
made a corporate decision in 
1971 to communicate to the 
public the effectiveness of air 
bags which, according to the 
U.S. Department of 
Transportation, can save 17,000 
lives a year and reduce serious 
injury due to auto crashes by 
40 percent. In March, 1972, 
Allstate was one of the first 
companies to obtain air-cushion- 
equipped Mercurys from Ford for 
field testing in Allstate’s regular 
service fleet. The first human- 
volunteer barrier-crash tests 
with these cars were conducted 
under Allstate’s auspices. 

Informative TV commercials 
made from the crash tests 
graphically demonstrated the 
value of air cushions to millions 
of Americans for the first time. 

Ads in national magazines and 
newspapers brought the 
message to millions more. 

Allstate has added air-cushion- 
equipped 1973 Chevrolet Impalas 


to its fleet and plans to add 
other models when available. 

The Mercurys and Impalas tested 
in Allstate’s and other 
companies’ fleets have at year's 
end traveled more than 50 million 
miles. A number of persons 
have already been saved from 
serious injury or death by the 
air cushions in these cars. 

To encourage early public 
availability and use of air 
cushions, Allstate announced in 
October, 1973, a 30 per cent 
discount on auto medical 
payments or personal injury 
protection insurance for 1974 
private passenger cars equipped 
with air cushions meeting federal 
safety standards. General 
Motors is offering optional air 
cushions on some 1974 models. 

Allstate is gratified that the U.S. 
Department of Transportation 
has taken steps to finalize the 
passive restraint standard by 
recently proposing requirements 
for mandatory passive restraint 
systems (air cushions) for all 
cars made on or after 
September 1, 1976. 

Bumpers Are Back . . . 

Thanks partly to Allstate’s 
extensive public information 
campaign on behalf of 
consumers since 1970, when 
auto crash tests conducted by 
the Insurance Institute for 


Highway Safety revealed that 
new car bumpers provided little 
or no protection in low speed 
crashes. 

An analysis of Allstate loss 
records indicated that a 20 
per cent discount on collision 
insurance could be offered for 
cars with manufacturer-equipped 
bumpers able to withstand 5 mile 
per hour barrier crashes, front 
and rear, with no damage. This 
offer was publicly announced in 
March, 1970. Extensive news 
coverage and corporate 
advertising during subsequent 
months brought the issue to the 
public’s attention. Several states 
passed laws requiring 5 mph 
bumpers; the Federal 
government came out with strong 
bumper standards. 

Improved bumpers began 
appearing on 1973 model cars; 
even better ones of matching 
height have been designed for 
1974 models. Now other 
insurance companies are 
offering bumper discounts . . . 
all to the benefit of the American 
motorist’s pocketbook, as well 
as his disposition. 
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Thanks to air cushions, both passenger and 
driver emerge uninjured from their car after 
it crashed into a concrete barrier at 25 mph, 
the equivalent of hitting a parked car at 
50 mph. Deflated air cushions are visible. 


Inflated air bags cushion two front seat occupants at 
moment of impact during a crash test conducted 
by the Eaton Corporation. The air cushions inflate, 
protect and deflate in less than half a second. 





All bumpers were not created equal in height 
from the ground until 1974 models. The 
newest cars meet equal height requirements 
of the Department of Transportation. 


33 













New Light for Life Insurance 
Purchasers . . . 

Was generated in June of 1973 
when the Allstate Life Insurance 
Company {one of the top ten 
writers of new personal life 
insurance) introduced a new 
“Fair Disclosure Plan” which 
could set a standard for the 
industry and better inform 
consumers before they complete 
their purchase of life insurance, 

Allstate’s new plan provides 
customers with a ten-day “free 
look” at their new life insurance 
policy, together with a cost 
disclosure statement which 
enables them to compare the cost 
of their Allstate Life policy with 
that issued by other life 
insurance companies. Called an 
“innovative” approach, Allstate’s 
offer will “turn the light on for 
the consumer in the murky world 
of life insurance cost 
comparison,” according to 
a leading Federal government 
consumer advisor. 

Under Allstate’s plan, each 
purchaser is given an 
unconditional offer to refund his 
money if he returns his policy to 
the company or his agent within 
10 days after delivery. This 
permits the customer to do his 
comparison shopping if he 
chooses without depriving him of 
much needed insurance 
protection during that period. 


Young Drivers Need 
The Best Training . . . 

And Allstate has been actively 
encouraging this for many years. 
It was the first company to 
introduce nationally a young 
driver discount plan that allows 
a 15 percent premium reduction 
for high-rated young drivers 
who successfully complete 
approved high school driver 
training courses. 

Another major leadership role 
was taken with the Allstate Good 
Driver Training Program, which 
brings highway driving realism 
to the classroom. The driver 
training simulator in the program 
uses a series of 16 Cinemascope 
color films to give students the 
opportunity to "drive” in 
realistic traffic situations. These 
simulators today are installed in 
more than 1,000 high schools, 
universities, military bases and 
Job Corps centers. 

Allstate’s Driver Education 
Section and Training Division 
continue to produce program 
material for the system, including 
the color films, and train the 
instructors who use the material. 
Through this and many other 
programs, Allstate has had a 
hand in the training of millions 
of young drivers during the last 
two decades. 


Responsive to the needs of American consumers, 
Allstate has developed interest-adjusted cost figures so 
purchasers of new personal life insurance policies can 
compare them with those of other companies. 



Allstate's life policy guarantees consumers 
a ten-day opportunity to make their 
cost comparisons, during which time they can 
return the policy and receive a full refund. 





The Allstate Good Driver Training Program also 
helps make already licensed drivers better by 
supplementing their driving experiences. 


Driving simulators using Allstate training 
material give students the realistic 
experience of starting the engine, 
accelerating, steering and braking. 
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Allstate Group of Companies 


Officers 

ARCHIE R. BOE 
Chairman of the Board and 
Chief Executive Officer 
ROBERT B. SHEPPARD 
President and 
Chief Operating Officer 

EDWARD J. NOHA 
Executive Vice President 
ROBERT B. PELTON 
Executive Vice President 
and Treasurer 

H. GALEN ALLEN 
Senior Vice President 
MARK A. POSS 
Senior Vice President 
and Controller 
RICHARD J. HAAYEN 
Group Vice President 
DONALD L, SCHAFFER 
Vice President, Secretary 
and General Counsel 
Territorial Vice Presidents 
CARL F. KRIEG 
JAMES C. MACK 
BLAIR R. PATTERSON 
PAUL A. WILKERSON 
Vice Presidents 
ROY R. ANDERSON 
NEIL H. ASHLEY 
J. MELFORT CAMPBELL 
THOMAS J. CASEY 
GOODWfN CLARK, JR. 
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RONALD E. CRAMER 
FAY W. HAMILTON 
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ROBERT LEYS 
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RICHARD C. LONERGAN 
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JOHN K. O'LOUGHLIN 
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LARRY C. BALLARD 
Allstate Life Insurance 
PAUL J. OVERBERG 
Allstate Life Insurance 
J. ALLAN McNtCHOL 
Allstate Enterprises 
DONALD W. HANSEN 
Allstate Enterprises 


Allstate Group 

The Allstate Group of companies 
achieved significant new highs in 
sales volume and earnings in 1973. 
insurance premiums written and 
financial services revenues totaled 
$2,644 billion, an increase of $199 
million from 1972. Total net 
income was $203 million, up 19.4 
per cent from $170 million for 
1972. Group net income 
represented $1.29 per Sears share, 
up 20 cents from $1.09 for 1972. 

The financial statements for 1973 
have been prepared in accordance 
with generally accepted accounting 
principles and prior years' 
financial statements of the 
insurance companies have been 
restated to a comparable basis. 

Property and liability insurance 

Premiums written for all property 
and liability insurance lines rose 
$176 million from 1972 to a total 
of $2,431 billion. Allstate, a 
multiple-line insurance group, 
writes practically all kinds of 
insurance for individuals, 
businesses and other organizations 
and is also a major reinsurer. 

During 1973, PMI Mortgage 
Insurance Co. and its related 
companies were acquired to write 
private mortgage insurance. 

The Companies wrote auto 
premiums of $1,709 billion, an 
increase of $62 million from 1972. 
Premiums written for other 
property and liability lines, 
principally homeowners, residential 
fire, health and commercial, rose 
to $722 million, up $114 million 
from 1972. These other property 
and liability insurance lines together 
with life insurance comprised 33 
per cent of Allstate's total 
insurance premiums. This 
distribution of premiums reflects 


the Companies' diversification 
within the insurance field while 
it continues to increase auto 
insurance writings each year. 

The combined property and 
liability insurance operations 
produced an underwriting income 
of $44.7 million before Federal 
income taxes, or 1.9 per cent of 
premiums earned. This compared 
with an underwriting income of 
$43.3 million, or 2 per cent of 
premiums earned for 1972. The 
average cost of the various classes 
of claims increased very 
substantially again in 1973, but 
this was nearly offset by other 
favorable factors. 

Allstate's net investment income 
from interest, dividends and real 
estate income was $133.8 million 
before Federal income taxes, up 
$22.6 million or 20.3 per cent from 
1972. The increase arose 
principally from a greater amount 
of funds invested, but a higher yield 
on the portfolio was also a 
contributing factor. The investment 
program is an important element 
of the Companies' profitable 
operations. For the past ten years, 

ALLSTATE GROUP 
PREMIUMS WRITTEN AND 
FINANCIAL SERVICES REVENUES 

Billions of Dollar's 



1964 '65 '66 ’67 '68 'GO '70 '71 '72 1973 
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net investment income has 
increased at a compound annual 
rate of 16.3 per cent. 

Realized capital gains on 
investments before Federal income 
taxes amounted to $36.3 million, 
compared with $24.1 million for 
the previous year. Valued at year 
end 1973 market prices, Allstate’s 
common and preferred stock 
portfolio showed a net unrealized 
loss of $47.3 million after 
benefit of deferred Federal 
income taxes. The high level of 
interest rates affected the market 
values of preferred stocks. Market 
values of common stocks were 
generally depressed at year end as 
reflected by the Standard & Poor's 
500 Index which was lower than at 
any other year end since 1970. 

Total net income and realized gains 
of the insurance group, including 
life insurance, was $198.9 million, 
an increase of $36.9 million from 
the year 1972. 

Assets as of the close of the year 
were $4 billion, up $57 million from 
year end 1972. The increase arose 
principally from sizeable new funds 


ALLSTATE GROUP 
NET INCOME , 



Archie R. Boe, Chairman and Chief Executive Officer (left), 
and Robert B. Sheppard, President and Chief Operating Officer. 


generated by the growth and 
profitable operations of the 
companies, offset partially by the 
decrease in market prices of stocks, 
investments in bonds, stocks and 
real estate comprised 82.8 per cent 
of total assets. 

Life Insurance 

Life insurance in force rose $1,866 
billion during 1973 to a total of 
$15,047 billion at year end. The 
total included $9,013 billion of 
insurance on individuals and $6,034 
billion of group insurance. 

Insurance in force on individuals 
increased 17.6 per cent during the 
year, and group insurance in force 
rose 9.4 per cent. Life insurance 
premiums totaled $120.4 million, 
an increase of $9.7 million 
from 1972. 

Net income from life insurance 
operations, after Federal income 
taxes, amounted to $21.8 million 
for 1973. This was an increase of 
$4.4 million or 25.4 per cent from 
the previous year. 


to push claim costs still higher in 
1974. Gasoline conservation 
measures, depending on their 
extent and duration, should tend to 
have a favorable effect on auto 
insurance losses. In this connection, 
the Company announced last 
November that it would amend its 
private passenger car insurance 
policies to permit the payment of 
dividends to its policyholders in the 
event any significant reduction in 
the total losses attributable to auto 
accidents results from the energy 
conservation program. 

Interest and dividends from 
investments are expected to 
increase as Allstate’s investment 
portfolio grows in size. Net earnings 
of the Allstate Group are expected 
to compare favorably with 1973. 


1.40 
1.30 
1.20 
1.10 
1.00 
.90 
.80 
.70 
.60 
.50 
.40 
.30 
.20 
.10 
.0 

1964 '65 ‘66 '67 '68 '69 70 71 72 1973 



Assets of the Life Companies 
increased $54 million during 1973 
to $460 million at year end. 
Investments in bonds, stocks and 
mortgages comprised 79.5 per cent 
of total assets. 

The year ahead 

Allstate expects increases in 
premium volume for all major lines 
of insurance in 1974 as it continues 
its multiple-line marketing program. 
Inflationary pressures will continue 
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Allstate Insurance Company and Consolidated Subsidiaries 


STATEMENT OF INCOME 

$ in thousands 

Net premiums written. 

Premiums earned. 

Underwriting charges: 

Claims and claims expense. 

Sales, policy issuance and service, administration and other expenses 
Premium and other taxes and fees. 


Underwriting income. 

Interest, dividends and real estate income, less investment expenses 

Income before federal income taxes. 

Federal income taxes (note 3). 

Net income. 

Realized capital gains on investments. 

Federal income taxes on realized gains. 

Net realized gains. 


Equity in income of: 

Unconsolidated life insurance subsidiaries 
Underwriting and investment income 
Realized capital gains. 


Other unconsolidated subsidiaries and affiliates 


Net income and realized gains 


Year Ended December 31 


1973 

$2,430,783 

$2,364,409 

1972* 

$2,254,304 

$2,165,616 

1,791,266 

455,576 

72,834 

1,641,756 

415,860 

64,694 

2,319,67 6 

2,122,310 

44,733 

133,816 

43,306 

111,245 

178,549 

29,366 

154,551 

29,304 

149,183 

125,247 

36,253 

10,604 

24,137 

5,377 

25,649 

18,760 

174,832 

144,007 

21,318 

497 

16,807 

583 

21,815 

2,222 

17,390 

599 

24,037 

17,989 

$ 198,869 

$ 161,996 


STATEMENT OF CHANGES IN FINANCIAL POSITION 

$ in thousands 

SOURCE OF FUNDS 

Net income and realized gains. 

Increase in reserve for claims and claims expense. 

Increase in unearned premiums. 

Increase in all other liabilities. 

Undistributed net income of unconsolidated subsidiaries and affiliates. 

Total Source of Funds. 

USE OF FUNDS 

Increase in premium installments receivable. 

Increase in accrued investment income and other assets. 

Increase in deferred policy acquisition costs. 

Decrease in all other liabilities. 

Dividends to Sears, Roebuck and Co. 

Total Use of Funds. 

NET SOURCE OF FUNDS. 

CHANGES IN INVESTMENTS NOT INVOLVING FUNDS 

Increase (decrease) in unrealized capital gains on stocks before deferred taxes 
Undistributed net income of unconsolidated subsidiaries and affiliates. 


Year Ended December 31 



1973 


1972* 

$ 

198,869 

$ 

161,996 

205,126 


257,682 


61,190 


77,802 


— 


63,371 


(23,950) 


(17,988) 

$ 

441,235 

$ 

542,863 

$ 

22,278 

$ 

47,420 


14,464 


23,326 


8,113 


4,127 


12,989 


— 


30,000 


30,002 

$ 

87,844 

$ 

104,875 

$ 

353,391 

$ 

437,988 

$ 

(365,515) 

$ 

144,699 


23,950 


17,988 

$ 

11,826 

$ 

600,675 


INCREASE IN CASH AND INVESTMENTS 

•Restated. See notes to financial statements. 
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STATEMENT OF FINANCIAL POSITION December 31 

$ in thousands 1973 1972* 

ASSETS 

Investments (note 2) 

Bonds: 

U. S. Government. $ 39,947 $ 152,804 

State and municipal. 1,633,766 1,454,498 

Other. 163,748 109,186 

$1,837,461 $1,716,488 

Preferred stocks. 199,462 149,625 

Common stocks. 1,017,861 1,221,068 

Stocks of unconsolidated subsidiaries and affiliates. 132,676 110,743 

Real estate. 125,206 102,307 

Total Investments. $3,312,666 $3,300,231 

Cash (including interest bearing deposits of $17,424 and $6,290, respectively). 42,790 43,399 

Premium Installments Receivable. 464,354 442,076 

Accrued Investment Income. 34,176 30,147 

Deferred Policy Acquisition Costs. 68,428 60,315 

Other Assets. 78,634 68,199 

Total Assets. $4,001,048 $3,944,367 

LIABILITIES 

Reserve for Claims and Claims Expense. $1,564,777 $1,359,651 

Unearned Premiums. 1,128,929 1,067,739 

Claim Drafts Outstanding. 65,124 59,930 

Federal Income Taxes (note 3). 29,336 144,562 

Other Taxes. 33,150 29,445 

Other Liabilities and Accrued Expenses. 85,500 99,010 

Total Liabilities. $2,906,816 $2,760,337 

CAPITAL 

Capital Stock (including additional capital paid in). . $ 54,600 $ 54,600 

Unrealized Capital Gains (Losses) on Stocks (note 3). (47,330) 211,337 

Retained Income. 1,086,962 918,093 

Total Capital. $1,094,232 $1,184,030 


STATEMENT OF CAPITAL Year Ended December 31 

$ in thousands 1973 1972* 

Balance Beginning of Year. $1,184,030 $ 949,558 

Net Income and Realized Gains. 198,869 161,996 

Change in Unrealized Capital Gains on Stocks. (258,667) 102,478 

Dividends to Sears, Roebuck and Co. (30,000) (30,002) 

$1,184,030 


Balance End of Year. 

‘Restated. See notes to financial statements. 


$1,094,232 
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Allstate Insurance Company and Consolidated Subsidiaries 

NOTES TO FINANCIAL STATEMENTS—Two Years Ended December 31, 1973 


1. Summary of significant 
accounting policies 

Basis of presentation— In 1973, the 
American Institute of Certified 
Public Accountants issued an audit 
guide setting forth generally 
accepted accounting principles for 
stock life insurance companies. The 
Company has adopted these 
principles in reporting on its 
investment in its unconsolidated 
life insurance subsidiaries for 1973 
and has restated financial 
statements for prior years to a 
comparable basis. At the same time, 
the financial statements for the 
Company have been prepared in 
accordance with generally accepted 
accounting principles, consistent 
with principles adopted for the Life 
Companies, Previously, the 
Company’s financial statements 
were prepared in accordance with 
practices prescribed or permitted by 
the Department of I nsurance of the 
State of Illinois (statutory basis) 
which differed from generally 
accepted accounting principles. 
Although the effects of such 
differences on the consolidated 
financial statements have not been 
material, financial statements of all 
periods have been restated for 
comparability. A reconciliation of 
capital and income for 1973 and 
1972 determined on the basis of 
generally accepted accounting 
principles (current method) to 
that determined on the statutory 
basis (prior method) is shown in 
Note 6, 

Consolidating principles— Allstate 
insurance Company is a property- 
liability insurance company and the 
accompanying consolidated financial 
statements include the accounts of 
the Company and its domestic and 
Canadian property-liability insurance 
subsidiaries. 


All subsidiaries included in the 
consolidation are wholly-owned 
except for the Canadian subsidiary 
in which a minority interest of 
25 per cent is held bySimpsons-Sears 
Limited. The net assets and income 
applicable to Canadian operations 
have been translated at the 
exchange rates prevailing at the 
balance sheet dates. The translation 
adjustments are reflected in income 
and have not been significant. The 
minority interest in the net assets 
and net income of the Canadian 
subsidiary is included in other 
liabilities and other underwriting 
charges, respectively. 

All material intercompany 
transactions have been eliminated 
in consolidation. 

Income taxes —Prepaid and 
deferred income taxes arise from 
timing differences between income 
reported for Federal income tax 
and financial statement purposes. 
Income taxes are provided on 
earnings of affiliates accounted 
for on the equity method at rates 
which reflect the expected method 
of realization. 

Unearned premiums —Unearned 
premiums are deferred and taken 
into income on a pro rata basis 
over the terms of the policies. 

Deferred policy acquisition costs — 
Costs of acquiring insurance 
business, principally agents' 
compensation and premium taxes, 
are deferred and amortized to 
income as premiums are earned. 

Reserve for claims and claims 
expense —The reserve for claims 
and claims expense is an 
accumulation of the estimated 
amounts necessary to settle all 
outstanding claims pertaining to 


1973 and prior years, based upon 
the facts in each case and the 
Company’s experience with similar 
cases. The Company does not 
provide a reserve for future 
catastrophe losses. 

2 . Investments 

Bonds are stated at amortized 
cost, preferred and common stocks 
are stated at quoted market value, 
stocks of subsidiary companies not 
consolidated are carried at 
underlying net asset values, and 
investments in companies in which 
ownership exceeds 20 per cent 
are carried at cost plus the 
Company's equity in the 
undistributed income since dates 
of acquisition. Real estate is stated 
at cost less accumulated 
depreciation. Supplementary 
investment information is as 
follows: 


(thousands) December 31 



1973 

1972 

Bonds, at estimated market. $1,785,595 $1,706,921 

Preferred stocks, at cost_ 

236,764 

169,002 

Common stocks, at cost. 1,043,752 

910,280 

3. Income taxes 



Income taxes payable 

include a 

deferred tax liability as follows: 

( thousands ) 

1973 

1972 

Timing differences for tax return 

purposes. 

Deferred tax (recoverable) on 

$35,858 

$ 32,278 

unrealized gams (losses) on 
stocks. 

(17,074) 

89,774 


$18,784 

$122,052 

The provision for taxes on i 
consists of the following: 

ncome 

( thousands ) 

1973 

1972 

Taxes currently payable. 

Deferred income taxes: 

$16,924 

$ 26,790 

Deferred policy acquisition 



costs. 

3,988 

1,782 

Subrogation recoverable. 

7,632 

— 

Other. 

822 

732 
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A reconciliation of the effective 
Federal income tax rate based upon 
reported income before income 
taxes, realized gains and equity 
in net income of unconsolidated 
subsidiaries and affiliates, to 
the statutory Federal rate is as 
follows: 


1973 1972 

Statutory federal rate. 48.0% 48.0% 

Tax exempt interest. (23.3) (23.4) 

Dividends received deduction. (7.1) (6.5) 

Other. (1.2) .9 


16.4% 19.0% 


4, Rentals—long-term leases 

The Company leases certain office 
facilities and computer equipment. 


Total rental expense for all leases 
was $27,890,000 (1973) and 
$25,403,000 (1972). Minimum 
rental commitments under all 
leases with a remaining 
noncancellable term of more than 
one year are as follows: 

(thousands) 

1974.. .. $14,404 1977. $6,198 

1975.. .. 12,492 1978. 3,864 

1976.. .. 9,367 1979-83. 6,486 

5. Profit sharing and pension plans 

Employes of the Company and 
its domestic subsidiaries are 
eligible to become members of 
The Savings and Profit Sharing Fund 
of Sears Employes. In addition, 


noncontributory pension plans are 
in effect which provide pension 
benefits for that portion of 
employes’ compensation which 
exceeds the maximum established 
for profit sharing purposes. 

The Canadian subsidiary has 
similar profit sharing and pension 
plans. The cost of the foregoing 
plans for years ended December 
31, 1973 and 1972 were 
$28,609,000 and $25,273,000 
respectively. 


6. Reconciliation of generally accepted accounting 
principles basis to statutory basis 


Year Ended December 31 
1973 1972 


(thousands) 

Total 

Net Income 
and 

Realized 

Total 

Net Income 
and 

Realized 


Capital 

Gains 

Capital 

Gains 

Statutory basis (as previously reported for 1972). 

.... $ 959,462 

$181,652 

$1,180,661 

$156,101 

Adjustments (net of Canadian exchange and minority interest 
where applicable): 

Unconsolidated Life Insurance subsidiaries: 

Nonadmitted assets and other statutory adjustments. 

5,939 


18,677 


Policy reserves and deferred acquisition costs 
net of deferred income taxes. 

14,747 

2,003 

12,744 

3,338 

Nonadmitted assets and other statutory adjustments. 

47,279 

37 

34,866 

— 

Excess of aggregate quoted market values 
over statutory values of securities. 

1,418 


2,237 


Deferred expenses applicable to unearned premiums. 

67,891 

7,962 

59,929 

3,740 

Timing differences in recognition of subrogation recoveries. 

16,700 

16,700 

— 

— 

Investments in other unconsolidated subsidiaries 
and affiliates carried on equity method . 

3,180 

2,671 

(3,768) 

833 

Deferred income taxes applicable to above adjustments 
and to unrealized gains on stocks. 

(22,384) 

(12,156) 

(121,316) 

(2,016) 

Generally accepted accounting principles basis (as restated for 1972). 

.... $1,094,232 

$198,869 

$1,184,030 

$161,996 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 
To The Board of Directors of Sears, Roebuck and Co.: 


We have examined the Statement of Financial Position of Allstate Insurance Company and consolidated subsidiaries as of December 31, 
1973 and 1972, and the related Statements of Income, Capital and Changes in Financial Position for the years then ended. Our ex¬ 
amination was made in accordance with generally accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 


In our opinion, the aforementioned financial statements present fairly the financial position of Allstate Insurance Company and con¬ 
solidated subsidiaries at December 31, 1973 and 1972, and the results of their operations and changes in their financial position for the 
years then ended, in conformity with generally accepted accounting principles applied on a consistent basis after restatement for the 
change, with which we concur, in the basis of presentation as described in Note 1 to the financial statements. 



Chicago, Illinois, March 7, 1974 
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Allstate Group —continued 


Allstate Enterprises, Inc. 

This Company and its subsidiaries 
are engaged in the auto and 
recreational vehicle finance, savings 
and loan, mortgage banking, motor 
club, insurance inspection and fire 
protective and safety engineering 
businesses. A separate subsidiary 
acts as distributor, investment 
advisor and dividend disbursing 
and transfer agent for Allstate 
Enterprises Stock Fund, Inc., a 
mutual fund. 

Gross revenues earned were $92.9 
million, up $12.9 million from the 
previous year. Approximately 43 
per cent of the revenues were from 
financing of autos and recreational 
vehicles, and another 24 per cent 
from the savings and loan 
operations. As of year end, loans 
outstanding principally on 
automobiles and real estate 
totaled $702 million, up $79.7 
million from the previous year end. 

Short-term notes payable, a source 
of funds used in the auto financing 
operations, totaled $391 million at 
year end compared with $313 
million the previous year. Savings 
accounts of Allstate Savings and 
Loan Association decreased $9 
million to $234 million at year end, 
reflecting the competitive interest 
rates during the second half of the 
year. 

Allstate Enterprises' net income 
was $4.1 million compared with $8 
million for the previous year. 

Interest rates on borrowed funds 
used in the auto financing operation 
averaged 8.24 per cent, up from 
4.47 per cent for 1972, resulting in 
narrower margins for the finance 
business. 



ALLSTATE ENTERPRISES, INC. AND SUBSIDIARIES 
STATEMENT OF INCOME 
$ in thousands 

Revenues earned. 

Interest expense. 

Other operating expenses. 

Total expenses. 

Income before income taxes. 

Income taxes. 

Net income. 


STATEMENT OF FINANCIAL POSITION 
$ in thousands 

ASSETS 

Cash and Investments. 

Loans Receivable 

Automobile and other. 

Real estate. 

Other Assets. 

Total Assets. 

LIABILITIES 

Short-Term Notes Payable. 

Savings Accounts. 

Other Liabilities. 

Total Liabilities. 

SHAREHOLDER’S EQUITY. 


Year Ended 
December 31 

1973 

1972 

$ 92,922 

$ 79,977 

43,455 

42,278 

26,786 

38,757 

85,733 

7,189 

3,092 

65,543 

14,434 

6,409 

$ 4,097 

$ 8,025 

December 31 

1973 

1972 

$ 52,269 

$ 60,236 

427,643 

274,334 

27,070 

$781,316 

343,520 

278,788 

24,116 

$706,660 

$390,724 

233,939 

36,191 

$660,854 

$120,462 

$312,691 

243,037 

34,567 

$590,295 

$116,365 


42 














































Homart Development Co. 


Valley View Center. 
Dallas, Texas 



This wholly owned unconsolidated 
subsidiary develops and operates 
shopping centers, either as owner 
or as a partner in joint ventures. 
Their developments may include 
residential, office building, 
recreational or other facilities. 

In 1973, with the opening of 
Valley View Center in Dallas 
and the sale of Coronado Center 
in Albuquerque, the number of 
Homart-owned regional centers in 
operation remained at nine. 
Maplewood Mall in Minnesota, 
Westminster Mall in California and 
Independence Center in Missouri 
are under construction and will 
open in 1974. Homart has six 
additional centers under 
development, scheduled to open 
in 1975 and 1976. 

Four joint venture regional centers 
are in operation. During 1973, 
Metrocenter in Phoenix opened 
and Homart’s interest in Parkway 
Plaza in El Cajon, CA was sold. 
Altamonte Mall in Orlando is under 
construction and will open in 1974. 
Eight joint venture centers are 
scheduled to open in 1975 and 1976. 

Effective February 1, 1973, Homart 
changed its accounting policy to 
capitalize taxes and interest on 
development land. The change 
resulted in an increase in 1973 
net income of $2.3 million 
including Homart's share of 
joint ventures. Net income for 
Homart, adjusted for its 
proportionate share of net income or 
expenses for the joint ventures, 
was $10 million, compared with 
$5.8 million in 1972. 


STATEMENT Of INCOME 


Homart 


Joint Ventures 

$ in thousands For Fiscal Year Ended 


January 31 


December 31 



1974 


1973 


1973 

1972 

Rents and other revenues. 

$ 

21,986 

$ 

18,543 

$ 

19,788 

$ 20,807 

Interest and depreciation. 


7,165 


6,478 


12,371 

12,053 

Other costs and expenses. 


10,517 


8,651 


9,316 

11,580 



17,682 


15,129 


21,687 

23,633 

Income—Operating. 


4,304 


3,414 


(1,899) 

(2,826) 

Sale of property. 


3,383 


371 


996 

3505 

Sale of centers. 


6,325 


6,121 


— 

— 

Joint ventures. 


(404) 


417 


— 

— 



13,608 


10,323 

$ 

(903) 

$ 679 

Income taxes. 


5,591 


4,483 




Income before accounting change. 

Cumulative effect of change in account- 


8,017 


5,840 




ing for carrying costs of land for years 
prior to Feb. 1, 1973—net of tax . . 


1,990 






Net income. 

$ 

10,007 

$ 

5,840 





STATEMENT OF FINANCIAL POSITION 
$ in thousands At Fiscal Year End 

ASSETS 

Shopping center property—net. 

Development and residual property. 

Investment in ventures": 

Notes and interest receivable . 

Equity in venture capital. 

Deferred costs and other assets. 

Cash and receivables. 

Total Assets. 

LIABILITIES 

Mortgages and other long-term debt . 

Construction and term loans. 

Accounts payable and accruals. 

Payable to Sears. 

Venture payables to Homart* . 

Deferred federal income taxes. 

Total Liabilities. 

VENTURE CAPITAL Homart*. 

Other Partners. 

SHAREHOLDER'S EQUITY. 


Homart Joint Ventures 


January 31 December 31 


1974 

1973 

1973 

1972 

$ 73,503 
52,161 

$ 63,061 
23,698 

$ 85,318 
53,399 

$ 78,809 
33,678 

125,664 

86,759 

138,717 

112,487 

9,929 

(5,572) 

11,870 

(6,138) 



4,357 

1,063 

4,480 

5,732 

1,400 

17,039 

5,217 

7,742 

5,603 

8,082 

135,564 

110,930 

151,676 

126,172 


66,738 

48,426 

95,219 

88,411 

— 

8,000 

38,159 

26,202 

9,069 

11,219 

13,243 

12,102 

22,048 

18,855 

— 

— 

— 

— 

16,058 

12,102 

7,678 

4,406 

— 

— 

105,533 

90,906 

162,679 

138,817 



(5,099) 

(5,848) 



$ (5,904) 

$ (6,797) 

$ 30,031 

$ 20,024 




*Homart’s investment in ventures differs from the amounts recorded by the joint ven¬ 
tures due to differing fiscal year ends and difference in basis of property contributed to 
the ventures. Homart's equity in the ventures from inception through January 31,1974 
consists of capital contributions of $9,412,000 less capital withdrawals of $13,752,000 
and Homart's share of losses of $1,232,000, 
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International Operations 


Canadian affiliate 

Net sales of Simpsons-Sears Limited 
passed one billion dollars (Can.) 
for the first time, increasing 20 per 
cent to $1,073 billion (Can.) from 
$894 million in 1972. Net earnings 
rose to $30.3 million (Can.) from 
$26.7 million in 1972. Our equity in 
net earnings after translation 
gain was $12.7 million (U.S.). 

During 1973, Simpsons-Sears 
opened a complete department 
store in Mississauga, a suburb of 
Toronto; relocated the small Sault 
Ste. Marie store to a complete 
department store, and opened 
medium size stores in Barrie, 

Ontario and Sherbrooke in Quebec. 
Our Canadian affiliate operates 
four catalog merchandise 
distribution centers, 46 retail stores 
and 598 catalog sales offices. 

Latin American subsidiaries 

Net sales of subsidiaries in Mexico 
and South America increased 23 
per cent to $253.5 million. Net 
income, after translation losses and 
gains, increased $7.7 million to 
$17.9 million, of which Sears 
equity was $15.2 million. These 
subsidiaries operate 53 retail 
stores and 19 retail sales offices. 

European subsidiaries 

Net sales of the Spanish subsidiary 
rose 43.8 per cent to $42.8 million 
in 1973. Net income was $2.4 
million, compared with $1.4 million 
the previous year. There are two 
complete department stores and 14 
retail sales offices in Spain. 

Net sales for Galeries Anspach 
our Belgian subsidiary, were $71.3 
million. Increased interest expense 
and start-up costs for the new 
Anderlecht store were major factors 
in a $9.6 million loss, compared 
with a 1972 loss of $8.6 million. 
Galeries operates three complete 
department stores, six medium size 
stores and one small hard lines 
store. It also owns and operates two 
shopping centers. 


Sears-EI Marques 
Caracas, Venezuela 



SUMMARY OF OPERATIONS 


$ in thousands Net Income Sears Equity 

Net Sales (after translation loss) in Net Income 

1973 1972 1973 1972 1973 1972 

Canada. $1,075,992 $ 902,949 $30,326 $26,936* $12,695 $11,964* 

Latin America. 253,50 1 206,127 17,880 10,221 15,158 8,064 

Europe. 114,051 83,733 (6,866) (6,959) (6,866) (6,762) 

Total. $1,443,544 $1092^09 $41,340 $30,198 $20,987 $13,266 

*Restated. 


SIMPSONS-SEARS LIMITED AND 
CONSOLIDATED SUBSIDIARY COMPANIES 


STATEMENT OF EARNINGS 
Canadian $ in thousands 


Net sales, including rentals and other income 

Expenses. 

Earnings before income taxes. 

Income taxes. 

Earnings from operations. 

Equity in earnings of associated companies.. 

Net earnings. 

*Restated. 


STATEMENT OF FINANCIAL POSITION 
Canadian $ in thousands 

ASSETS 

Current assets. 

Fixed assets—net. 

Investments and other assets. 

TOTAL ASSETS. 

LIABILITIES 

Current liabilities. 

Long-term debt. 

Deferred income taxes. 

TOTAL LIABILITIES. 

SHAREHOLDERS’ EQUITY. 

^Restated. 


For Fiscal Year Ended 

January 2, 
1974 

January 3, 
1973* 

$1,075,643 

$896,027 

1,019,591 

845,914 

56,052 

50,113 

27,974 

23,868 

$ 28,078 

$ 26,245 

2,197 

414 

$ 30,275 

$ 26,659 


At Fiscal Year End 

January 2, 
1974 

January 3, 
1973* 

$545,264 

204,442 

25,892 

$448,984 

183,462 

22,422 

$775,598 

$654,868 

$259,110 

254,073 

14,372 

$174,419 

246,603 

13,467 

$527,555 

$434,489 

$248,043 

$220,379 


Printed in U.S 
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SEARS, ROEBUCK AND CO., AND CONSOLIDATED SUBSIDIARIES 

SEARS TOWER, CHICAGO, ILLINOIS 60684 


./ 


This annual report contains pertinent 
information included in Sears 1973 
10-K Annual Report filed with the 
Securities and Exchange Commission. 
A copy of the 10-K Report is available 
upon written request. 

Comments or questions regarding 
this annual report, or requests 
for the 10-K Report, should 
be addressed to: 

Director of Shareholder Relations 
Department 768X— 33rd Floor 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 
Phone: 312-875-8425 

Questions regarding your 
shareholder account should be 
addressed to: 

Treasurer's Office 
Department 769—34th Floor 
at the same address 



